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ADMINISTRATION  FISCAL  YEAR  1996 
INTERNATIONAL  AFFAIRS  BUDGET  REQUEST 


THURSDAY,  MARCH  30,  1995 

House  of  Representatives, 
Committee  on  International  Relations, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  2:03  p.m.,  in  room  2172, 
Rayburn  House  Office  Building,  Hon.  Benjamin  A.  Oilman  (chair- 
man of  the  committee)  presiding. 

Chairman  Oilman.  The  committee  will  come  to  order.  We  wel- 
come Secretary  Christopher  to  this  afternoon's  hearing  on  the  ad- 
ministration's fiscal  year  1996  budget  request  for  International  Af- 
fairs. 

Secretary  Christopher,  it  is  a  pleasure  having  you  with  us  once 
again.  Secretary  Christopher  will  be  followed  by  a  panel  that  will 
include  Brian  Atwood,  the  Administrator  of  the  Agency  for  Inter- 
national Development  and  Lieutenant  Oeneral  Thomas  Rhame,  the 
Director  of  the  Defense  Security  Assistance  Agency. 

For  nearly  50  years,  our  American  foreign  policy  has  been  shaped 
predominantly  by  the  challenges  of  the  Cold  War.  The  economic 
and  security  assistance  programs  that  we  established  to  support 
the  cause  of  freedom  and  the  institutions  to  carry  them  out  trace 
their  bipartisan  roots  to  the  Truman  Doctrine  and  to  the  Marshall 
Plan  of  1947,  and  the  critical  support  was  provided  by  the  Repub- 
lican Chairman  of  the  Senate  Foreign  Relations  Committee,  Sen- 
ator Arthur  Vandenberg. 

With  the  end  of  the  Cold  War,  we  heard  a  great  deal  about  the 
need  to  rethink  the  architecture  of  our  foreign  policy.  With  annual 
budget  deficits  running  annually  in  the  range  of  $200  billion,  there 
is  no  question  that  we  are  going  to  have  to  reshape,  reform  and  re- 
duce our  assistance  programs  as  well  as  the  organizations  that  im- 
plement them. 

In  so  doing,  we  will  strengthen  our  ability  to  meet  the  new  chal- 
lenges and  take  advantage  of  the  new  opportunities  that  await  as 
we  enter  the  next  century.  Today's  hearing  marks  a  major  step  in 
that  process. 

It  has  been  said  that  a  government  states  its  real  policy  through 
its  budget.  If  that  is  so,  then  the  Clinton  administration  has,  with 
this  budget,  stated  that  its  policy  is  regrettably,  business  as  usual. 
After  two  years  of  impressive  gains  on  cutting  the  federal  deficit, 
the  administration's  latest  budget  projects  deficits  as  far  as  the  eye 
can  see.  It  is  now  going  to  be  up  to  the  Congress  to  balance  the 
federal  books.  That  means  we  will  have  to  cut  programs  and  the 
foreign  affairs  function  will  have  to  contribute  its  fair  share  to  defi- 
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cit  reduction.  This  committee  is  being  asked  to  reduce  the  pro- 
grams under  its  jurisdiction  by  at  least  $1  billion  from  the  fiscal 
year  1995  levels. 

However,  we  must  also  bear  in  mind  that  our  international  af- 
fairs budget,  especially  our  foreign  assistance  programs,  support 
and  advance  our  national  security,  trade  and  humanitarian  inter- 
ests throughout  the  world.  The  fact  of  the  matter  is,  it  is  less  ex- 
pensive to  defend  American  interests  using  our  State  Department 
and  foreign  assistance  program,  than  the  utilization  of  our  military 
forces. 

Regrettably,  however,  because  we  must  cut  the  budget,  we  there- 
fore will  be  able  to  fund  only  those  key  priority  programs  that  ad- 
vance our  nation's  vital  interests.  We  would  like  to  work  with  the 
administration  as  we  make  the  difficult  choices  that  lie  ahead. 

The  Secretary  has  indicated  that  he  must  leave  by  3:45,  and  I 
know  that  many  of  our  Members  have  some  important  questions  to 
ask.  Accordingly,  I  will  ask  if  our  opening  remarks  could  be  brief, 
so  that  we  could  get  on  with  the  question  period. 

Mr.  Gejdenson. 

Mr.  Gejdenson.  Thank  you,  Mr.  Chairman.  I  want  to  commend 
you  for  the  work  that  you  are  doing  in  this  area,  and  commend  the 
Secretary  and  the  President.  We  have  seen,  I  think,  some  remark- 
able successes  in  the  last  several  years — Ireland,  yesterday  we  had 
the  King  of  Jordan  here.  King  Hussein.  The  peace  process  in  the 
Middle  East  would  not  be  moving  forward  without  the  confidence 
that  the  world  has  in  his  leadership  and  the  President's  leadership. 

The  situation  in  Haiti,  the  progress  in  North  Korea.  But,  we  are 
in  a  difficult  period.  The  rationale  for  America's  foreign  policy  and 
the  Truman  Doctrine  and  the  Marshall  Plan  have  come  apart  with 
the  end  of  the  Soviet  era,  and  we  need  to  find  and  educate  the 
Americans  on  a  new  rationale  for  involvement. 

Over  half  a  million  jobs  are  produced  as  a  result  of  the  work  that 
Exim  and  TDA  and  other  federal  agencies  that  are  involved  in  for- 
eign affairs  have  created  in  the  last  several  years. 

But,  I  think  that  progress  is  under  siege  with  the  legislation  that 
is  being  offered  by  Senator  Helms,  which  seems  to  be  an  attack  on 
our  ability  to  be  involved  in  both  economic  growth  from  exports  and 
our  general  foreign  policy  program.  So,  I  think  we  have  to  work 
harder  than  ever  to  get  our  message  out. 

We  clearly  have  challenges.  A  country  like  Iran  continues  to  fi- 
nance the  undoing  of  the  peace  that  has  begun  to  bloom  in  the 
Middle  East.  We  think,  at  least  this  Member  believes,  that  Iran 
thinks  that  there  is  no  price  for  its  continued  financing  of  terrorism 
in  the  Middle  East.  There  needs  to  be  some  international  action  in 
that  arena.  Unilateral  action  often  has  very  limited  impact. 

So,  I  am  happy  to  see  the  Secretary  here.  I  think  we  have  impor- 
tant issues  before  us,  and  we  have  to  be  very  careful,  because  some 
of  the  proposals,  like  the  one  coming  from  Senator  Helms,  I  think, 
would  be  devastating  to  our  trade  policy,  which  means  jobs  here  at 
home,  and  to  our  own  national  security. 

Chairman  Oilman.  Thank  you,  Mr.  Gejdenson. 

Mr.  Smith. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman.  I  want  to 
thank  you,  Mr.  Chairman,  for  this  very  timely  and  important  hear- 


ing  and  welcome  our  very  distinguished  witnesses,  especially  Sec- 
retary of  State  Warren  Christopher. 

Mr.  Chairman,  in  making  fundamental  decisions  about  foreign 
aid,  such  questions  as  whether  to  give  it  all,  what  kind,  how  and 
how  much,  the  people  of  the  United  States  must  first  decide  what 
they  wish  to  accomplish  by  giving  such  aid. 

The  answer  used  to  be  easy.  We  have  so  much  and  others  have 
so  little.  It  seems  simply  wrong  not  to  share.  During  the  height  of 
the  Cold  War,  aid  was  perhaps  less  of  an  expression  of  altruism 
and  compassion,  and  more  of  a  tool  of  containment  and  geo-political 
strategy. 

More  recently,  many  donor  nations  and  institutions  have  deter- 
mined that  development  assistance  is  justified  only  when  it  is  care- 
fully crafted  to  help  nations  develop  institutions  that  will  eventu- 
ally free  them  from  the  conditions  that  make  aid  necessary. 

The  most  important  such  institutions  are  Democratic  political 
systems  and  free  market  systems.  In  many  ways,  this  model  is  an 
attractive  one.  Even  in  the  case  of  the  very  poorest  nations,  devel- 
opment assistance  has  not  helped  the  people  if  it  serves  primarily 
to  prop  up  dictatorships  or  to  enrich  the  governing  class. 

The  problem  is  that  some  of  the  most  important  kinds  of  assist- 
ance, such  as  providing  food  to  starving  people  and  vaccinating 
children  against  killer  diseases,  have  little  to  do  with  the  develop- 
ing political  or  economic  institutions.  For  these  kinds  of  aid,  the  old 
justification  still  works.  We  are  our  brothers'  and  sisters'  keepers. 
We  cannot  stand  idly  by  and  let  children  and  other  helpless  people 
die,  not  even  if  deceiving  them  slows  down  our  progress  toward 
someone  else's  idea  of  a  perfect  world. 

Mr.  Chairman,  I  believe  this  position  reflects  the  values  of  most 
Americans.  Even  in  an  era  when  the  American  people  are  ex- 
tremely skeptical  of  foreign  aid,  in  general,  most  Americans  con- 
tinue to  support  programs  that  save  the  lives  of  children  and  other 
people  who  are  in  immediate  danger. 

The  people  are  skeptical  not  because  they  believe  that  foreign  aid 
has  vaccinated  too  many  children  or  fed  too  many  starving  people 
or  turned  too  many  swords  into  plow  shares,  but  because  they  be- 
lieve it  has  paid  for  too  many  unnecessary  government  offices  and 
limousines,  and  inefficient  programs,  or  has  been  siphoned  off  by 
yet  another  corrupt  politician. 

So,  the  best  political  solution  is  always  the  best  policy.  Accept  the 
reality  that  resources  are  limited,  cut  the  limousines  and  the  fat 
and  save  the  food  and  the  medicine. 

Unfortunately,  some  of  the  foreign  aid  policies  implemented  by 
AID  during  the  past  few  years  has  turned  this  set  of  priorities  up- 
side down.  The  largest  single  category  in  our  development  assist- 
ance, and  also  the  fastest  growing  is  what  is  euphemistically  called 
population  assistance.  This  is  what  used  to  be  known  as  population 
control. 

In  1995,  we  spent  about  $450  million  in  development  assistance, 
very  scarce  funds,  on  population  control,  not  counting  another  $135 
million  from  other  accounts.  This  is  far  more  than  we  spend  on 
child  survival  programs.  It  is  about  30  times  what  we  spend  on 
antiterrorism  assistance,  and  over  50  times  what  we  contribute  to 


the  international  program  for  the  eradication  of  tropical  diseases 
such  as  malaria,  river  blindness  and  leprosy. 

Mr.  Chairman,  finally,  spending  hundreds  of  millions  of  dollars 
on  population  control  is  a  coalition  breaker.  Those  of  us  who 
strongly  support  foreign  aid  when  it  is  pro-people  and  pro-child  are 
just  as  strongly  opposed  to  aid  that  is  antipeople  and  antichild. 

Pregnancy  is  not  a  disease.  Children  are  not  a  disease.  Malaria, 
river  blindness  and  Hansen's  disease  must  be  cured,  and  it  must 
be  prevented.  Children  must  be  nurtured  and  cherished.  If  foreign 
aid  is  to  be  saved,  we  must  work  together  to  make  it  worth  saving. 
Adherence  to  these  principals,  I  believe,  would  be  a  good  start.  I 
thank  you,  Mr.  Chairman. 

Chairman  Oilman.  Thank  you,  Mr.  Smith. 

Mr.  Lantos. 

Mr.  Lantos.  Thank  you,  Mr.  Chairman.  I  want  to  commend  you 
for  holding  his  hearing.  I  cannot  resist  commenting  on  your  obser- 
vations concerning  the  Clinton  administration  and  budget  deficits 
as  far  as  the  eye  can  see. 

The  budget  deficits  that  were  built  up  during  the  previous  two 
Republican  administrations  have  crippled  our  economy  and  are 
crippling  our  society.  Our  budget  debt  went  from  $1  trillion  to  $4 
trillion  dollars  under  the  two  previous  Republican  administrations, 
and  what  this  administration  has  done  was  to  cut  the  budget  defi- 
cit dramatically.  Those  are  the  facts,  and  I  do  not  think  a  Foreign 
Affairs  Committee  meeting  should  be  used  to  distort  the  facts  that 
all  the  American  people  are  fully  aware  of. 

Mr.  Secretary,  I  want  to  welcome  you  and  I  want  to  salute  you 
for  your  indefatigable  efforts  on  behalf  of  the  American  people.  I 
would  like  particularly  to  commend  you  and  the  President  for  ter- 
minating the  deal  of  Conoco  with  Iran.  It  is  unconscionable  that  an 
American  corporation  under  present  circumstances  should  attempt 
to  build  up  Iran's  oil  producing  capabilities.  It  took  courage  and 
conviction  on  the  part  of  the  President  and  on  your  part  to  blow 
the  whistle  on  this  outrage,  and  I,  for  one,  want  to  salute  you  and 
congratulate  you  for  a  courageous  principled  action  in  the  U.S.  na- 
tional interest. 

I  also  want  to  commend  you  for  your  call  for  tightening  sanctions 
on  Libya.  Libya  is  an  outlaw  nation  continuing  to  support  terror- 
ism, and  as  do  Iran  and  others,  warrants  our  most  diligent  atten- 
tion and  our  firmest  resistance.  We  are  going  to  be  talking  about 
the  international  affairs  budget  of  the  U.S.  Government,  and  one 
of  the  things  which  is  invariably  apparent  in  public  opinion  polls, 
is  that  the  American  people  think  we  are  spending  an  enormous 
proportion  of  our  Federal  budget  on  overseas  activities. 

In  point  of  fact,  we  are  spending  1.3  percent  of  total  Federal  ex- 
penditures in  the  international  arena.  This  is  less  than  any  other 
developed,  democratic  nation  does.  These  are  our  most  effectively 
spent  federal  dollars,  because  they  are  designed  to  create  a  globe 
in  which  the  United  States  can  live  peacefully  and  trade  produc- 
tively. 

I  also  would  like  to  make  a  comment,  Mr.  Chairman,  on  the 
President's  decision  to  go  to  Moscow  on  May  9,  commemorating  the 
50th  anniversary  of  the  ending  of  the  Second  World  War.  I  strongly 
support  the  President's  action.  The  Second  World  War,  and  the 


partnership  of  the  United  States  and  the  Russian  people  is  one  of 
the  historic  events  of  this  century  and  indeed,  of  modern  times. 
While  you,  Mr.  Secretary,  and  the  President  have  been  properly 
critical  of  Russian  actions  in  Chechnya,  those  events  must  not 
interfere  with  this  historic  occasion,  where  we  honor  all  who  par- 
ticipated in  the  Second  World  War,  all  who  gave  their  lives  to  de- 
feat Hitler's  tyranny,  including  among  them  some  20  million  Rus- 
sian citizens. 

So,  when  the  President  goes  to  Moscow,  he  goes  with  the  strong 
backing  of  the  American  people  and  most  of  us  here  in  Congress. 

Thank  you,  Mr.  Chairman. 

Chairman  Oilman.  Thank  you,  Mr.  Lantos. 

Are  there  any  other  opening  statements?  If  not,  Mr.  Secretary, 
please  proceed. 

STATEMENT  OF  THE  HONORABLE  WARREN  A.  CHRISTOPHER, 
SECRETARY  OF  STATE 

Mr.  Christopher.  Mr.  Chairman,  I  am  pleased  to  appear  before 
this  committee  for  the  second  time  in  this  new  year.  I  believe  this 
is  my  10th  time  before  Congress  since  you  reconvened  in  January. 

Chairman  Oilman.  Mr.  Secretary,  could  you  pull  the  mike  a  little 
closer? 

Mr.  Christopher.  Yes.  This  kind  of  frequent  dialogue  is  a  very 
essential  part  of  my  duties  as  Secretary  of  State,  and  I  am  grateful 
to  the  committee  for  affording  me  the  opportunity  to  appear. 

I  have  filed  with  the  committee  a  considerably  longer  statement, 
and  I  am  going  to  abbreviate  it  here  for  purposes  of  oral  presen- 
tation, so  that  there  may  be  time  for  the  committee's  questions. 

Chairman  Oilman.  Without  objection,  we  will  make  the  full 
statement  a  part  of  the  record. 

Mr.  Christopher.  Two  months  ago,  Mr.  Chairman  and  members, 
I  outlined  four  principles  that  will  guide  our  foreign  policy  in  the 
year  ahead. 

First,  the  United  States  must  continue  to  engage  and  to  lead. 
Second,  we  must  maintain  effective  relations  with  the  world's  great 
powers.  Third,  we  must  adapt  and  build  institutions  that  will  pro- 
mote economic  security,  and  our  security  generally  speaking,  and 
fourth,  we  must  continue  to  defend  human  rights  and  democracy. 

These  are  the  principles  that  will  guide  us  as  we  focus  on  very 
significant  opportunities  that  we  have  in  the  year  1995. 

To  take  advantage  of  those  opportunities,  we  must  be  willing  to 
pay  the  price  of  leadership.  I  am  here  today  to  make  a  case  for  full 
funding  of  the  international  affairs  budget  that  the  President  sub- 
mitted to  Congress  last  month. 

Our  international  affairs  budget  represents,  as  Mr.  Lantos  said, 
only  1.3  percent  of  total  Federal  spending.  This  budget  has  ab- 
sorbed real  cuts  in  the  last  several  years,  and  is  45  percent  lower 
in  real  terms  than  it  was  one  decade  ago.  The  resources  that  we 
are  requesting  are,  in  my  judgment,  the  rock  bottom  minimum  of 
what  it  will  take  for  our  international  affairs  endeavors  in  the 
course  of  the  next  year. 

Our  foreign  policy  simply  cannot  be  supported  on  the  cheap.  We 
will  not  be  able  to  protect  our  interests  as  the  world's  most  power- 
ful nation  if  we  do  not  marshal  resources  to  stand  by  our  commit- 


ments.  We  simply  cannot  have  it  both  ways.  We  cannot  lead  if  we 
do  not  have  the  tools  of  leadership  that  we  require  to  lead. 

Those  who  say  they  want  a  strong  America  have  got  a  major  re- 
sponsibility to  help  keep  America  strong.  Rhetoric  without  re- 
sources would  project  weakness,  not  strength.  It  would  worry  our 
friends,  embolden  our  enemies  and  imperil  our  security  and  the 
well  being  of  Americans. 

The  United  States  spent  trillions  of  dollars  to  defend  the  free 
world  during  the  long  cold  war.  It  would  be  an  historic  and  ironic 
mistake  if  we  now  refuse  to  spend  a  tiny  fraction  of  that  sum  to 
consolidate  the  gains  that  were  made  as  we  ended  the  cold  war  in 
a  victory. 

Consider  for  a  moment,  Mr.  Chairman  and  members,  what  we 
get  for  our  international  affairs  budget  of  $21  billion.  Our  budget 
protects  American  lives  by  combating  the  spread  of  nuclear  weap- 
ons, the  threat  of  terrorism  and  the  scourge  of  drugs.  It  supports 
American  jobs  by  promoting  U.S.  exports  and  creating  new  markets 
in  developing  countries,  and  gives  force  to  the  principles  America 
stands  for  by  defending  human  rights  and  democracy  from  Cam- 
bodia to  Cuba. 

The  preventive  diplomacy  that  this  budget  funds  is  our  first  and 
least  costly  line  of  defense.  Compare,  if  you  will,  the  costs  of  diplo- 
matic action  to  stem  proliferation  to  the  price  we  would  pay  if 
rogue  states  were  able  to  obtain  nuclear  weapons.  Compare  the 
cost  of  U.N.  peacekeeping  to  the  price  of  a  unilateral  military  ac- 
tion, and  compare  the  cost  of  promoting  development  to  the  price 
of  coping  with  famine  and  floods  and  refugees. 

With  these  comparisons  in  mind,  it  is  apparent  that  shortchang- 
ing our  preventive  diplomacy  harms  our  national  interest  just  as 
surely  as  we  would  if  we  were  skimping  on  our  military  readiness. 
I  am  deeply  concerned,  Mr.  Chairman  and  Members,  by  the  sugges- 
tions put  forward  by  the  House  Budget  Committee  to  reduce  our 
international  affairs  budget,  the  so-called  150  account,  over  the 
next  5  years. 

The  Budget  Committee  would  have  this  account  absorb  a  dis- 
proportionate 11  percent  share  of  the  proposed  spending  cuts.  Thus 
1.3  percent  of  the  budget  is  being  proposed  to  absorb  11  percent  of 
the  cuts.  These  proposed  cuts  would  damage  our  ability  to  protect 
American  security,  to  promote  our  prosperity,  and  to  advance  the 
nation's  interest  around  the  world. 

Let  me  just  give  you  a  few  examples  of  how  these  cuts  would 
hurt  us.  First,  the  Budget  Committee  would  reduce  our  assistance 
to  the  new  democracies  of  Central  Europe  and  the  former  Soviet 
Union,  at  a  very  decisive  stage  in  their  development.  Cutting  as- 
sistance now  would  impair  our  efforts  to  build  a  new  security  archi- 
tecture in  the  very  region  where  two  world  wars  began. 

Let  me  focus  on  assistance  to  the  states  of  the  former  Soviet 
Union.  The  transformation  of  the  former  Soviet  Empire  into  a  re- 
gion of  sovereign  democratic  states  is  a  matter  of  fundamental  im- 
portance for  the  United  States.  Yesterday,  as  part  of  my  plan  and 
commitment  to  try  to  bring  American  foreign  policy  closer  home  to 
the  American  people,  I  went  out  to  Bloomington,  Indiana  and  spoke 
at  Indiana  University  about  our  engagement  in  the  nations  of  the 
former  Soviet  Union. 


Our  approach  to  Russia  and  the  New  Independent  States  is  to 
cooperate  where  our  interests  coincide,  and  to  manage  our  dif- 
ferences constructively  and  candidly  where  they  do  not. 

Now,  it  is  easy  enough  to  simply  enumerate  the  differences  that 
we  have  with  the  former  Soviet  Union,  and  particularly  with  Rus- 
sia, but  I  do  not  have  the  luxury  of  making  a  list  and  simply  walk- 
ing away  from  a  situation.  My  job  is  to  build  areas  of  agreement 
and  to  manage  our  differences,  always  having  foremost  the  need  to 
advance  our  Nation's  interests. 

As  I  said,  the  evolution  of  Russia's  participation  in  Western  insti- 
tutions will  be  affected  by  its  respect  for  international  norms  and 
its  internal  and  external  policies,  for  example,  Russia's  conduct  in 
Chechnya  and  its  nuclear  cooperation  with  Iran.  Russia  will  rue 
the  day  it  cooperated  with  the  terrorist  state  of  Iran,  if  Iran  builds 
nuclear  weapons  with  Russian  expertise  and  Russian  equipment. 

Our  differences  with  Russia,  whatever  they  might  be,  have  not 
altered  our  interests  in  making  sure  that  its  huge  nuclear  stockpile 
is  never  again  a  strategic  threat  to  the  United  States.  These  dif- 
ferences have  not  altered  our  interest  in  helping  Russian  reformers 
build  a  nation  that  is  finally  at  peace  with  itself  and  its  neighbors. 

Our  assistance  to  Russia  and  the  Newly  Independent  States  ad- 
vances the  vital  national  interest  of  the  United  States.  Much  of  our 
assistance  is  distributed  through  private  organizations  and  through 
local  governments  outside  of  Moscow.  It  is  very  important  to  know 
that  more  than  half  of  our  assistance  goes  to  non-Russian  states 
such  as  Ukraine  and  Armenia.  I  believe  by  next  year,  two-thirds 
of  it  will  go  to  countries  other  than  Russia.  If  we  slash  that  assist- 
ance now,  it  would  wipe  out  programs  that  strengthen  the  very 
forces  of  the  region  that  share  our  interest  and  values. 

The  House  Budget  Committee  also  recommends  sharply  cutting 
our  contributions  to  peacekeeping.  As  I  stressed  when  I  appeared 
before  you  here  in  January,  if  we  deprive  ourselves  of  this  impor- 
tant instrument  of  peacekeeping,  we  will  then  be  faced  in  so  many 
instances  with  the  unacceptable  choice  when  global  emergencies 
occur.  We  will  have  to  choose  between  either  acting  alone  or  doing 
nothing.  We  deserve  more  options  than  that. 

Tomorrow,  President  Clinton  will  go  down  to  Port-au-Prince, 
Haiti  to  commend  our  troops  for  their  superb  performance  in  the 
Multinational  Force,  and  to  mark  the  transfer  to  the  U.N.  phase 
of  that  operation.  Our  successful  restoration  of  democracy  in  Haiti 
shows  what  it  is  possible  for  us  to  do  when  we  have  all  the  tools 
of  leadership  at  our  disposal. 

In  the  Haiti  situation,  our  willingness  to  act  alone  persuaded  the 
dictators  to  leave,  and  our  ability  to  mobilize  international  support 
meant  that  our  soldiers  did  not  have  to  take  all  the  risks  and  our 
taxpayers  will  not  have  to  foot  all  the  bill. 

Mr.  Chairman,  we  certainly  condemn  the  killing  of  Mrs.  Bertin 
2  days  ago,  but  I  think  we  must  not  allow  this  tragic  act  to  over- 
come the  remarkable  strides  or  to  overshadow  the  remarkable 
progress  that  we  have  made  in  Haiti  toward  political  and  economic 
reform. 

Many  of  the  Budget  Committee's  deepest  cuts  come  from  develop- 
ment assistance  and  humanitarian  relief  programs,  programs  that 
support  our  interest  and  are  consistent  with  our  ideals.  This  kind 
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of  assistance  helps  to  prevent  the  outbreak  of  conflicts  and  unrest 
that  would  otherwise  call  for  costly  international  intervention.  It 
promotes  development  around  the  world  that  also  creates  exports 
for  American  companies,  and  that,  of  course,  is  what  provides  jobs 
for  Americans. 

It  is,  not  incidentally,  true  that  our  assistance  programs  make 
the  difference  in  many  instances  between  life  and  death.  Our  pro- 
grams to  expand  the  immunization  program  and  the  rehydration 
therapy  programs  in  Africa  have  saved  an  estimated  800,000  lives 
every  year  for  the  last  several  years.  Our  investment  in  foreign  as- 
sistance has  paid  long  term  benefits  for  the  American  people,  and 
this  is  something  that  I  think  is  all  too  often  overlooked. 

Our  exports  to  Latin  America  in  1993  alone  were  two  and  a  half 
times  the  total  amount  of  economic  assistance  we  provided  to  Latin 
America  over  the  last  44  years.  American  firms  now  export  annu- 
ally to  Korea  sales  in  the  amount  of  three  times  the  assistance  that 
were  provided  to  Korea  when  we  were  giving  them  assistance,  in 
the  decade  after  the  Korean  War. 

The  Budget  Committee  would  also  cut  resources  for  international 
organizations.  This  includes  funds  for  institutions  crucial  to  our  se- 
curity, such  as  NATO,  and  also  the  International  Atomic  Energy 
Agency,  which  monitors  the  North  Korean  Nuclear  Program.  This 
budget  item  also  funds  institutions  that  advance  our  economic  co- 
operation, like  the  OECD,  and  institutions  like  UNICEF  and  World 
Health  Organization,  which  are  so  vital  to  save  lives  of  millions  of 
people  around  the  world,  especially  children. 

Finally,  let  me  mention  one  other  aspect  of  the  Budget  Commit- 
tee's proposed  cuts,  and  that  is  their  significant  cuts  in  the  State 
Department's  operating  budget.  Now,  I  am  committed  to  making 
our  operations  just  as  efficient  and  as  effective  as  possible.  After 
4  years  of  essentially  flat  budgets,  this  year  we  are  requesting  $2.6 
billion,  which  is  once  again,  a  significant  decrease  in  real  terms. 

As  you  all  know.  Vice  President  Gore  has  been  heading  a  major 
effort  to  reinvent  government.  Each  of  the  foreign  affairs  agencies 
is  proceeding  vigorously  in  their  streamlining  efforts.  I  am  con- 
vinced that  ACDA  and  AID,  USIA,  each  has  a  distinct  mission  that 
can  best  be  performed  if  they  remain  separate  agencies  under  my 
general  supervision  and  advice. 

I  provided  in  detail  in  my  written  statement  a  reflection  of  the 
important  programs  that  each  of  these  agencies  carry  out. 

With  respect  to  our  own  streamlining  efforts,  let  me  say,  the 
State  Department  has  closed  17  posts  since  I  took  over  as  Sec- 
retary of  State.  We  have  abolished  or  downgraded  more  than  40 
percent  of  our  Deputy  Assistant  Secretaries,  or  equivalent  posi- 
tions. All  told,  there  are  now  1,100  fewer  people  at  the  State  De- 
partment than  there  were  when  I  arrived  in  1993.  In  the  year  to 
come,  we  will  close  15  more  posts  around  the  world,  we  will  elimi- 
nate another  departmental  bureau,  we  will  further  reduce  mid- 
level  managers  and  cut  administrative  overhead. 

Two  weeks  ago,  I  announced  a  major  initiative  to  remake  the 
State  Department  from  the  bottom  up.  We  will  be  taking  concrete 
action  over  the  next  several  weeks  and  months  to  cut  the  duplica- 
tion of  efforts  within  our  ranks,  to  increase  accountability,  to 
strengthen  our  policy  formulation,  to  further  cut  back  on  our  ad- 


ministrative  forces,  and  to  focus  our  reporting  and  analysis  on 
what  is  absolutely  essential. 

All  of  that  being  said,  Mr.  Chairman  and  Members,  I  am  commit- 
ted to  providing  adequate  resources  for  the  dedicated  men  and 
women  who  serve  our  Nation's  international  affairs  agencies 
around  the  world.  At  our  266  diplomatic  and  counselor  posts,  our 
foreign  affairs  help  American  companies  to  open  markets  and  cre- 
ate new  jobs.  They  keep  our  borders  secure.  They  negotiate  and 
monitor  arms  control  agreements.  They  assist  our  fellow  citizens 
overseas,  and  as  you  all  know,  they  often  do  this  under  dangerous 
and  difficult  conditions.  The  deadly  terrorist  attack  just  a  few  days 
ago  in  Karachi  and  Pakistan  is  only  the  most  recent  example  of  the 
kind  of  threats  that  our  people  face  as  they  serve  on  a  day  to  day 
basis. 

In  my  view,  a  diplomatic  readiness  is  no  less  important  than 
military  readiness,  yet  almost  75  percent  of  our  telephone  systems 
at  the  State  Department  are  so  archaic  that  when  we  needed  re- 
pairs to  the  Department's  vital  24  hour  operation  center,  the  AT&T 
repairman  had  to  consult  with  Bell  Labs  in  order  to  know  how  to 
do  so. 

Almost  80  percent  of  our  computer  equipment  belongs  in  muse- 
ums or  antique  shops.  It  is  so  old  that  we  cannot  buy  spare  parts. 
We  really  must  have  the  resources  in  order  to  do  our  job.  There  is 
a  readiness  issue  at  the  State  Department,  just  as  there  is  across 
the  river. 

As  I  conclude,  Mr.  Chairman,  I  want  to  add  a  word  or  two  on 
a  matter  of  great  concern  to  all  of  us,  and  that  is  the  two  Ameri- 
cans detained  in  Iraq.  They  innocently  strayed  into  Iraq,  and  their 
detention  and  their  sentences  are  totally  unjustified. 

We  have  insisted  that  they  be  released  immediately.  I  also  want 
to  emphasize  that  we  hold  the  Government  of  Iraq  directly  respon- 
sible for  their  well  being  and  welfare  during  their  period  of  deten- 
tion. 

We  are  pursuing  a  range  of  diplomatic  channels  to  secure  their 
freedom,  reserving  all  of  our  options  in  this  process.  Iraq  will  re- 
ceive no  concessions.  It  has  nothing  to  gain  from  continuing  to  hold 
these  men.  Their  continued  detention  demonstrates  that  Iraq  is  not 
qualified  to  reenter  normal  relations  with  the  international  commu- 
nity. 

For  50  years  now,  Mr.  Chairman  and  Members,  the  United 
States  has  drawn  strength  and  resolve  from  the  remarkable  bipar- 
tisan consensus  on  the  importance  of  continued  U.S.  engagement. 
Of  course,  there  is  room  to  differ  on  specific  issues  and  that  is  just 
part  of  our  process.  But,  I  think  shortchanging  this  150  account, 
that  is,  the  international  affairs  account,  would  be  tantamount  to 
undercutting,  undermining  America's  capacity  to  lead.  We  know 
that  we  must  lead,  but  we  can  only  lead  if  others  are  willing  to  join 
us,  and  our  friends  will  join  us  only  if  we  stand  by  our  inter- 
national commitment. 

This  is  not  about  idealogy  or  partisan  politics.  It  is  about  safe- 
guarding the  vital  interests  of  our  Nation.  It  is  about  keeping  our 
word  in  the  international  community.  I  am  committed,  as  you 
know,  Mr.  Chairman  and  members,  to  working  closely,  and  I  hope 
successfully,  with  this  committee.   I  think  that  the  security  and 
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prosperity  of  each  and  every  American  depends  upon  our  working 
together  in  a  bipartisan  spirit,  and  I  pledge  myself  to  do  that,  Mr. 
Chairman.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Christopher  appears  in  the  ap- 
pendix.] 

Chairman  Oilman.  Thank  you,  Mr.  Secretary.  I  know  many 
Members  desire  to  ask  questions  about  Senator  Helms'  consolida- 
tions plans,  but  I  will  tell  them,  we  have  a  hearing  with  the  admin- 
istration for  that  purpose  next  week.  The  issue  before  us  at 
present,  of  course,  is  budget  cuts — just  as  large  as  the  consolidation 
issue.  As  you  know,  the  Budget  Committee  is  discussing,  as  you  in- 
dicated, a  cut  of  at  least  $100  billion  in  total  discretionary  spend- 
ing, to  put  us  on  a  "glide  path"  to  a  balanced  budget. 

To  meet  that  target,  we  will  have  to  cut  hundreds  of  domestic 
programs.  The  administration  has  called  for  cuts  in  the  inter- 
national affairs  account  of  3  percent,  5  percent,  7  percent  and  9 
percent  over  fiscal  year  1997  through  the  year  2000.  In  spite  of  all 
those  cuts,  the  budget  under  our  committee's  jurisdiction  calls  for 
a  $900  million  increase  for  next  year.  Is  this  a  case  of  pay  us  now 
and  we  will  pay  you  back  later?  With  the  cuts  proposed  in  the  out- 
years,  do  you  plan  to  maintain  our  current  Camp  David  aid  levels, 
Mr.  Secretary? 

Mr.  Christopher.  Mr.  Chairman,  when  you  look  at  what  we  ac- 
tually spent  last  year  and  were  appropriated  by  the  Congress,  the 
budget  this  year  presents  no  real  increase.  With  the  supplementals 
that  we  had  last  year,  this  year's  budget  is  essentially  flat  from 
last  year,  so  we  are  not  increasing  it.  Indeed,  when  there  is  a  flat 
budget  with  inflation,  you  are  suffering  a  real  loss.  So,  I  think  that 
would  be  my  response  to  you  on  that  issue,  Mr.  Chairman. 

Chairman  Oilman.  Mr.  Secretary,  are  you  planning  a  supple- 
mental for  next  year?  We  would  like  to  know,  if  so,  about  when  and 
about  how  much  you  might  have  one  in  mind? 

Mr.  Christopher.  Mr.  Chairman,  we  are  not  planning  a  supple- 
mental. I  would  hope  that  we  would  not  find  ourselves  in  a  situa- 
tion where  that  was  necessary.  But,  the  cost  in  many  of  the  areas, 
especially  in  emergency  areas,  sometimes  does  require  that  we  seek 
supplemental  funds. 

We  have  made  our  best  estimate,  for  example,  as  to  the  costs  of 
peacekeeping  for  the  forthcoming  year,  but  we  have  budgeted  only 
half  a  year  for  UNPROFOR.  Now,  you  can  argue  both  ways  as  to 
whether  that  was  too  much  or  too  little,  but  if  UNPROFOR  contin- 
ues for  the  course  of  the  entire  year,  then  we  will  have  a  need  for 
additional  funds. 

There  are  quite  often  matters,  for  example,  in  the  refugee  area, 
where  we  simply  cannot  predict  what  is  likely  to  happen  in  the  fu- 
ture. There  has  been  a  suggestion  from  Members  of  Congress  that 
we  have  some  sort  of  a  contingency  fund,  and  we  would  very  much 
like  to  work  with  Congress  to  develop  a  contingency  fund,  because 
I  think  that  would  be  a  very  desirable  way  to  avoid  the  need  for 
a  supplemental  budgetary  request.  But,  until  we  can  do  that,  we 
always  face  the  possibility  where  there  is  an  emergency  to  need 
some  supplemental  funds. 

I  think,  Mr.  Chairman,  there  is  something  constructive  that  we 
can  do  in  this  respect  and  that  is,  when  an  emergency  comes  along. 
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that  we  should  consult  with  Congress  early  on,  so  that  Congress 
has  an  opportunity  to  share  with  us  the  decision  as  to  whether  or 
not  to  go  ahead.  That  is  particularly  true  in  the  peacekeeping  area, 
so  we  do  not  take  on  some  obligations  that  have  not  been  fully  con- 
sulted with  the  Congress  about. 

Chairman  Oilman.  We  certainly  will  welcome  that  kind  of  con- 
sultation as  we  move  forward. 

Many  of  us  support  Jordan's  decision  to  make  peace  with  Israel. 
We  want  to  do  what  we  can  to  help  King  Hussein  and  his  country's 
economy,  and  many  of  us  support  that  relief  for  Jordan.  The  prob- 
lem is,  though,  that  the  $275  million  that  you  need  for  Jordan  will 
also  take  up  $275  million  in  scarce  outlays.  If  this  is  to  fall  into 
our  fiscal  year  1996  spending,  we  can  certainly  cut  over  $200  mil- 
lion in  budget  authority  to  make  room  for  this,  but  we  would  be 
hard  pressed  to  find  over  $200  million  in  outlays. 

In  our  discussions  with  the  Appropriations  Committee,  Mr.  Sec- 
retary, they  noted  that  the  Congress  may  have  to  make  a  20  per- 
cent across-the-board  cut  in  the  foreign  aid  program,  on  top  of  the 
cuts  we  plan  to  pay  for  this.  In  light  of  this,  Mr.  Secretary,  how 
do  you  expect  to  pay  for  debt  relief  for  Jordan,  and  what  is  your 
plan  for  making  reductions  in  your  request  to  accommodate  the 
outlays  that  would  be  needed  for  that  program? 

Mr.  Christopher.  Mr.  Chairman,  let  me  first  say  that  I  very 
strongly  support  Jordan  debt  relief,  and  I  hope  that  the  conferees 
will  accept  the  approach  adopted  by  the  Senate  and  fund  Jordan 
debt  relief,  in  connection  with  the  Defense  Department  supple- 
mental. I  think  that  is  the  right  way  to  address  problem. 

It  is  certainly  going  to  cause  considerable  pain  with  respect  to 
our  other  programs,  but  we  have  furnished  the  relevant  commit- 
tees, the  kind  of  way  that  we  would  approach  that  issue,  and  we 
have  a  very  heavy  commitment,  I  think,  to  Jordan,  to  provide  the 
kind  of  debt  relief  that  the  President  promised  and  the  Congress 
approved  last  year.  These  are  really  the  second  and  third  tranches 
of  debt  relief  that  were  discussed  last  year,  and  I  think  has  been 
common  ground  between  us. 

In  the  Middle  East,  it  is  very  important  that  we  live  up  to  that 
commitment.  It  is  really  a  test  of  our  willingness  to  participate,  if 
you  will,  a  test  of  our  willingness  to  engage.  If  we  fail  to  go  forward 
with  this,  I  think  it  will  be  a  signal  of  a  retreat  by  the  United 
States  and  a  failure  to  keep  our  commitments  around  the  world. 
Thank  you,  Mr.  Chairman. 

Chairman  Oilman.  Mr.  Secretary,  just  one  other  thought.  You 
say  we  contemplated  second  and  third  tranches,  but  we  did  not 
contemplate  combining  both  of  them  at  the  same  time.  Can  you  tell 
us  why  you  are  suggesting  that? 

Mr.  Christopher.  Mr.  Chairman,  we  considered  the  fact  that 
there  should  be  more  than  one  tranche  because  we  wanted  to  make 
sure  that  Jordan  went  through  with  its  commitment  to  peace  in  the 
region.  Now,  Jordan  has  fortunately  moved  more  rapidly  than  any- 
body contemplated  at  the  time.  They  have  gone  forward.  They  have 
entered  into  a  peace  agreement  with  Israel,  so  they  have  taken  the 
steps  that  we  expected  them  to  take. 

There  really  still  are,  at  least  in  the  eyes  of  the  Jordanians,  three 
tranches,  because  there  would  be  funds  from  1995  and  then  funds 
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from  the  1996  budget,  which  I  think  is  consistent  with  what  the 
Jordanians  expected. 

One  thing  I  want  to  very  strongly  urge  is  the  importance  of 
prompt  relief  for  Jordan.  Their  economy  is  struggling  in  this  period 
with  hundreds  of  thousands  of  refugees  from  Iraq  on  their  soil. 
This  is  important  to  do  and  it  is  important  to  do  very  promptly,  Mr. 
Chairman.  I  think  it  is  very  consistent  with  matching  what  they 
have  done  with  action  by  the  United  States. 

Mr.  Christopher.  Thank  you,  Mr.  Secretary. 

Mr.  Gejdenson. 

Mr.  Gejdenson.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  obviously  both  the  economic  cuts  that  are  pro- 
posed for  the  foreign  assistance  budget,  and  the  so-called  reorga- 
nization offered  by  Senator  Helms  have  an  impact.  These  impacts 
are  not  without  a  cost. 

If  the  United  States  is  not  able  to  carry  forward  in  either  its  ex- 
port promotion  or  foreign  policy  activities,  there  will  be  other  costs, 
whether  it  is  the  kind  of  cost  we  had  when  we  had  to  go  into  Pan- 
ama to  deal  with  General  Noriega,  or  other  military  actions  that 
we  have  taken  through  the  years. 

First,  let  me  ask  you,  in  Senator  Helms'  proposal  to  place  Exim 
Bank,  the  Trade  Development  Agency,  OPIC,  the  Overseas  Private 
Investment  Corp.,  the  Foreign  Commercial  Service  and  the  Foreign 
Agricultural  Service  in  the  State  Department,  and  this  would  take 
existing  organizations  that,  frankly,  in  my  opinion,  work  rather — 
have  very  fast  response  and  very  effective,  and  put  them  within  a 
larger  bureaucracy.  Are  you  supportive  of  these  changes? 

Mr.  Christopher.  I  am  not.  It  seems  to  me  that  each  of  those 
agencies  is  performing  an  important  role.  They  seem  to  be  operat- 
ing very  well  at  the  present  time  as  independent  or  quasi-inde- 
pendent agencies  under  overall  foreign  policy  guidance.  I  think 
they  should  be  kept  the  way  they  are.  Congressman. 

Mr.  Gejdenson.  One  of  the  things  that  is  often  talked  about  by 
Members  of  Congress  is  that  we  ought  to  run  this  place  like  a  busi- 
ness. If  this  was  a  business  and  I  asked  you  if  you  should  spend 
an  additional  $1  billion  next  year  on  Star  Wars,  or  you  would 
spend  the  money  you  presently  have  within  the  Foreign  Assistance 
Act  for  diplomatic  actions,  for  foreign  assistance  and  other  pro- 
grams, which  do  you  think  would  give  this  business,  the  United 
States,  the  greatest  protection  for  its  citizens  and  its  interest,  eco- 
nomic and  foreign  policy  wise  around  the  globe?  Would  it  be  a  bet- 
ter business  decision  to  spend  $1  billion  more  on  Star  Wars,  or  to 
use  the  funds  you  presently  have  within  the  Foreign  Assistance 
Act? 

Mr.  Christopher.  I  have  no  question,  and  my  judgment  is  that 
we  would  be  better  off  choosing  the  second  alternative.  I  think  it 
would  pay  much  better  dividends  for  the  American  people. 

Mr.  Gejdenson.  The  last  issue  that  I  would  like  to  raise  is  a  dif- 
ficult one,  but  one  that  I  think  we  have  to  get  a  grip  on.  I  am  as- 
tounded, frankly,  at  the  courage  of  the  Israeli  Government  in  sus- 
taining their  involvement  in  the  peace  process.  Anybody  familiar 
with  the  country  of  Israel  knows  how  painful  it  is,  when  their  civil- 
ians are  injured  as  a  result  of  terrorist  attacks. 
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Those  terrorist  attacks  are  continuing.  It  is  a  very  tough  chal- 
lenge. The  challenge  for  Mr.  Arafat  is  equally  difficult,  taking  an 
area  with  tremendous  economic  problems  and  social  problems,  and 
trying  to  pull  it  together  after  almost  five  decades. 

Part  of  the  problem  here  comes  from  the  financing  of  terrorist  ac- 
tions, primarily  done  by  the  Government  of  Iran.  While  I  commend 
the  administration  for  its  action  in  the  recent  Conoco  case,  the  cor- 
porate response  is  somewhat  accurate,  that  if  we  unilaterally  take 
these  actions  to  some  degree,  we  look  like  Don  Quixote  leaning 
against  windmills. 

We  have  to  figure  out  a  way,  and  I  am  not  smart  enough  to  know 
the  answer  to  this  one,  to  figure  out  a  way  to  get  our  foreign  allies 
to  gather  together  in  some  kind  of  action.  Now,  maybe  because  the 
French  and  others  have  long  histories  of  economic  relations  with 
Iran,  it  is  difficult  for  them  to  sever  those.  But,  it  seems  to  me,  un- 
less we  find  some  concerted,  multilateral  response,  Iranians  will,  at 
no  cost,  continue  with  this  financing  of  terrorism  and  the  extre- 
mism in  the  Middle  East,  and  will  make  it  more  difficult,  if  not  ini- 
possible,  for  courageous  leaders  in  that  region,  from  Jordan,  Israel, 
and  Egypt,  to  continue  on  the  peace  process. 

Do  you  have  any  comments  on  that  or  any  ideas  on  how  we  could 
move  forward?  . 

Mr.  Christopher.  Congressman,  first  let  me  put  to  one  side  my 
recusal  in  the  Conoco  case.  After  my  former  law  firm  began  to  rep- 
resent Conoco,  I  recused  myself  on  that  issue.  I  appreciate  Mr. 
Lantos'  comment,  but  I  do  think  I  need  to  emphasize  my  own  con- 
servative stance  on  that  subject. 

Let  me  speak  more  broadly  now.  I  think  we  need  to  continue  our 
very  strong  policy  of  trying  to  contain  Iran,  and  it  is  not  as  success- 
ful as  we  would  like  it  to  be  with  some  of  our  allies,  but  neverthe- 
less, there  are  some  very  real  successes.  For  example,  no  one  of  the 
G-7  countries  engages  in  nuclear  cooperation  with  Iran,  and  that 
is  a  point  I  am  making  very  strongly  to  the  Russians,  when  I  talk 
with  them  about  Iran. 

Moreover,  the  Japanese  have  recently  once  again  held  up  some 
concessional  loans  that  they  would  be  making  with  respect  to  a 
dam  in  Iran.  Now,  that  happens  because  the  United  States  is  per- 
suasive, because  we  have  been  trying  to  show  the  rest  of  the  world 
that  Iran  is  in  a  category  almost  all  by  itself  in  what  they  are  doing 
to  undermine  the  peace  process  and  projecting  terrorism  around 

the  world.  ^        ,      i   ttt      i.      u 

What  we  do  has  a  real  effect.  I  think  we  need  to  lead.  We  should 
not  get  discouraged.  We  need  to  indicate  by  our  own  strong  stance 
what  we  think  the  other  nations  should  do.  I  think  it  will,  over 
time,  have  effect  on  them.  I  certainly  have  not  given  up  on  that, 
and  I  am  going  to  continue  to  press  just  as  strongly  as  I  can  the 
policy  of  firm  containment  of  Iran.  Thank  you. 

Chairman  Oilman.  The  gentleman's  time  has  expired. 

Mr.  Smith. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman  and  Mr.  Sec- 
retary. I  appreciate  your  testimony,  and  I  think,  and  hopefully,  \ve 
will  be  able  to  work  very  cooperatively  in  a  whole  host  of  areas  in 
a  bipartisan  way,  as  we  anticipate  both  the  State  Department  re- 
authorization and  the  Foreign  Assistance  Bill. 
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I  do  have  a  few  questions  and  some  I  would  like  to  submit  for 
the  record  because  of  time.  Mr.  Secretary,  at  a  March  7,  1995  State 
Department  briefing  for  NGO's  that  were  planning  to  participate  in 
the  Beijing  Women's  Conference,  former  Congresswoman  Marjorie 
Margolies-Mesvinsky  was  introduced  as  the  Deputy  Chair  and  the 
Director  of  the  delegation.  When  she  was  asked  matter  of  factly  to 
identify  the  priorities  for  the  U.S.  delegation  in  Beijing,  the  first 
thing  that  Ms.  Mesvinsky  said  was,  and  I  quote,  "Choice."  She  was 
then  asked  to  specify  what  kind  of  choice,  and  her  response  was, 
abortion. 

In  the  months  leading  up  to  the  Cairo  conference,  you  might  re- 
call, various  State  Department  cables  made  it  clear  that  the  U.S. 
delegation  would  press  for  the  recognition  of  an  international  right 
to  abortion,  which  most  of  the  countries  in  the  developing  world 
find  abhorrent.  Vice  President  Gore  and  other  high  level  adminis- 
tration representatives  vehemently  denied  that  this  was  the  U.S. 
objective,  despite  a  State  Department  cable  to  the  contrary. 

Mr.  Secretary,  in  recent  days,  I  have  received  reports  from  gov- 
ernments and  nongovernment  representatives  who  are  currently 
participating  in  the  Beijing  prep  com  in  New  York.  They  have  in- 
formed me  that  the  AU  and  the  Canadians,  among  others,  have 
been  promoting  language  regarding  so-called  reproductive  rights, 
sexual  rights  in  the  family,  that  go  far  beyond  the  scope  of  the 
Cairo  Agreement. 

This  is  being  done  apparently  without  any  objection  from  the 
U.S.  delegation.  So,  my  very  specific  question  to  you  is,  does  Ms. 
Margolies-Mesvinsky  speak  for  the  administration  when  she  says 
that  abortion  is  a  priority  for  the  administration  in  Beijing?  Is  the 
U.S.  committed  to  stay  within  the  scope  of  the  Cairo  Agreement, 
particularly  as  it  relates  to  the  controversial  areas  as  I  had  men- 
tioned, and  the  nature  of  the  family?  Will  you  instruct  Ms. 
Mesvinsky  and  other  U.S.  representatives  to  speak  out  against  pro- 
posed language,  especially  like  that  which  has  been  proposed  in  the 
health  section  of  the  document  that  seeks  to  go  beyond  the  Cairo 
document,  particularly  in  the  area  of  reproductive  rights,  again, 
looking  toward  this  right  to  abortion? 

Mr.  Christopher.  Congressman,  I  am  glad  to  have  a  chance  to 
tell  you  that  we  will  do  at  Beijing  exactly  what  we  did  at  Cairo, 
with  respect  to  reproductive  rights.  It  is  not  the  United  States'  po- 
sition to  advocate,  on  behalf  of  the  international  human  rights,  that 
there  is  an  international  human  right  to  abortion. 

On  the  contrary,  we  will  not  lobby  other  countries  to  do  that.  We 
will  stay  right  where  we  were,  as  I  said,  at  the  Cairo  conference. 
We  understand  that  different  nations  have  very  different  histories 
and  very  different  views  about  this  issue.  We  embraced  and  cham- 
pioned the  position  that  principal  population  policies  are  the  sov- 
ereign right  of  each  nation,  and  should  be  consistent  with  their 
views  of  human  rights. 

As  I  say,  I  think  the  best  answer  that  I  can  give  you  will  be  con- 
sistent with  the  position  the  Vice  President  took  at  Cairo. 

Mr.  Smith.  I  thank  you  for  that  clarification.  You  have  got  to  un- 
derstand why,  when  those  kinds  of  statements  are  made  by  high 
ranking  individuals  like  our  former  colleague,  that  she  did  not  even 
try  to  cloak  it,  and  when  she  said  very  clearly,  abortion  is  a  prior- 
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ity,  I  take  her  words  at  face  value,  and  then  seek  a  clarification 
and  I  thankyou  for  that. 

I  do  have  a  question — I  do  not  have  enough  time,  but  I  will  glad- 
ly entertain  any  questions  on  your  time.  Let  me  just  ask  you,  Mr. 
Secretary,  on  the  issue  of  the  repatriation  or  forced  repatriation  of 
people  who  are — I  am  speaking  here  of  people  from  the  United 
States  who  have  perhaps  a  well  founded  fear  of  being  subjected  to 
either  coercive  population  control  or  sterilization  in  China.  Many  of 
us  have  been  concerned  that  the  administration,  in  changing  the 
threshold  that  needs  to  be  used,  that  people  are  being  sent  back, 
as  they  have  already  been  sent  back — others  that  are  in  the  proc- 
ess are  being  sent  back.  Some  women  have  been  held  for  in  excess 
of  2  years — women,  being  held  for  2  years — in  prison  because  of 
their  attempt  to  seek  asylum  here. 

Will  the  administration  please  give  a  definitive  clarification  to 
this  situation?  We  are  looking  now  at  the  possibility  of  offering  leg- 
islation. I  am,  and  I  know  other  colleagues  would  like  to  join  me 
on  this,  that  would  go  back  to  establishing,  if  there  is  a  well  found- 
ed fear  of  persecution  because  of  coercive  population  control.  People 
can  make  that  case.  They,  perhaps,  find  a  safe  haven  here. 

We  are  also  concerned,  and  it  is  my  second  question,  about  the 
Vietnamese,  and  I  had  asked  you  this  earlier,  many  of  us  are  con- 
cerned, are  going  to  be  forcibly  repatriated,  a  third  of  which  fought 
side  by  side  with  the  Americans,  with  us,  during  the  Vietnam  war 
or  were  allies  in  some  way,  and  go  back  to  a  very,  very  dangerous 
situation  in  Vietnam.  Perhaps  re-education  camps,  perhaps  some 
other  kind  of  incarceration. 

[Additional  information  can  be  found  in  the  appendix] 

Mr.  Christopher.  Congressman,  this  is  a  very  important  but 
somewhat  technical  area,  in  the  sense  of  what  is  a  well  founded 
fear  of  prosecution  and  persecution  which  has  been  subject  to  a  lot 
of  comment  over  the  years.  So  that  I  can  answer  you  carefully,  I'd 
like  to  submit  an  answer,  if  I  could,  for  the  record,  because  you 
said  it  may  be  the  basis  for  future  legislation. 

So,  if  I  could  take  both  of  those  questions  and  promise  to  get 
back  to  you  promptly  on  them. 

[The  response  follows:] 

No  one  is  deported  from  the  U.S.  without  fiill  access  to  the  rights  to  which  they 
are  entitled  under  U.S.  law.  All  people  deported  have  had  full  hearings  with  attor- 
neys at  taxpayer  expense.  Arguments  that  these  women  fear  forced  abortion  or 
other  consequences  for  violating  the  one-child  pohcy  have  been  considered,  and  re- 
jected by  magistrates.  For  further  information  concerning  asylum  and  deportation 
policies,  I  must  refer  you  to  the  Immigration  and  Naturalization  Service. 

The  Department  of  State  coordinates  the  repatriation  of  illegal  migrants  inter- 
dicted outside  the  United  States.  In  no  case  were  Chinese  forcibly  repatriated.  Most 
of  those  illegal  migrants  are  recruited  by  organized  criminal  groups  whose  business 
is  the  smuggling  of  aliens  for  profit.  The  cases  of  the  illegal  migrants,  very  few  of 
whom  were  female,  were  reviewed  by  INS  asylum  officers  and  the  UN  High  Com- 
missioner for  Refugees  and  no  basis  for  protected  status  was  determined. 

We  have  no  evidence  that  opposition  to  family  planning  regulations  is  regarded 
by  the  Chinese  Government  as  a  form  of  political  opposition  or  that  opponents  are 
regarded  as  enemies  of  the  state.  In  the  four-country  area  surrounding  the  capital 
of  Fujian  province,  which  is  the  source  of  the  illegal  immigrants  we  have  returned 
to  China  (80%  of  the  migrants  are  from  a  single  county),  family  planning  regula- 
tions have  not  been  strictly  enforced  and  exceptions  to  the  one-child  policy  have 
been  allowed. 

The  Administration  is  extremely  concerned  about  the  risks  of  mounting  costs  to 
the  taxpayers  arising  out  of  criminal  alien  smuggling,  and  is  seeking  to  develop  bet- 
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ter  ways  of  discouraging  criminals  from  the  business  of  transporting  illegal  aliens 
to  the  U.S.,  where  they  may  pose  a  financial  burden  on  state  and  local  governments 
in  addition  to  the  federal  government. 

Chairman  Oilman.  The  gentleman's  time  has  expired. 

The  ranking  minority  member,  Mr.  Hamilton. 

Mr.  Hamilton.  Thank  you  very  much,  Mr.  Oilman. 

Mr.  Secretary,  thank  you  for  going  to  Indiana  University  yester- 
day. Your  speech  was  very  well  received.  I  thank  you  for  your  gra- 
cious remarks  about  Senator  Lugar  and  myself,  and  I  want  to  say 
to  you  that  I  thought  that  was  the  best  speech  I  have  read  on  Rus- 
sia in  a  long  time.  I  think  you  hit  the  right  notes,  a  very  pragmatic 
approach  as  you,  yourself,  termed  it.  I  think  it  is  a  significant  ad- 
vance in  terms  of  articulating  our  policy  toward  Russia,  and  I  com- 
mend you  and  the  President  for  it.  I  urge  my  colleagues  to  read  it. 

Secondly,  I  know  the  President  will  be  making  the  trip  to  Mos- 
cow very  soon.  How  he  handles  that  trip,  I  am  sure  you  know,  is 
enormously  important,  and  I  think  he  has  to  not  only  express 
strong  support  for  reform  and  democracy,  but  also  to  be  quite  criti- 
cal of  those  areas  where  we  think  the  Oovernment  of  Russia  has 
stepped  out  of  line,  as  you  have  been  in  recent  days  with  respect 
to  Chechnya  and  other  matters. 

I  also  commend  you  on  your  successful  trip  to  the  Middle  East. 
In  all  of  the  areas,  Syria,  Jordan,  Egypt,  the  Palestinian  problem, 
NPT,  I  think  some  progress  was  made,  and  you  deserve  credit  for 
that. 

But,  I  want  to  talk  to  you  about  Bosnia.  I  saw  this  article  in  the 
New  York  Times  the  other  day  saying  that  the  experts  think  now 
the  fighting  will  continue  until  those  involved  are  ready  to  stop, 
and  among  other  things,  the  quest  for  diplomatic  solutions  is  ex- 
hausted. 

I  am  really  not  asking  you  a  question  here.  I  just  want  to  make 
a  statement.  The  whole  dynamics  of  this  situation  are  skewed  and 
they  are  wrong.  The  absurdity  of  the  situation  is  reflected  in  the 
ultimatums  that  we  get  from  Croatia  and  Bosnia  and  Macedonia, 
that  the  mandate  of  the  UNPROFOR  has  to  be  renegotiated,  or 
else  the  United  Nations  has  to  leave,  as  if  the  warring  parties  are 
doing  the  United  Nations  a  favor,  as  if  they  are  doing  the  inter- 
national community  a  favor  by  allowing  the  U.N.  to  stay  there. 

Then,  when  we  try  to  accommodate  as  best  we  can  to  their  con- 
cerns, they  tout  it  as  a  great  victory  that  they  have  brought  about. 
Now,  that  dynamic  is  just  wrong,  and  we  should  not  be  begging  the 
parties  to  keep  the  United  Nations  on  the  ground,  or  to  accept 
deals  that  they  put  forward. 

I  do  not  think  we  need  to  apologize  about  our  role  in  Bosnia.  For 
4  years  now,  we  have  tried  to  stop  that  war  and  we  have  paid  our 
dues,  and  we  have  done  our  very  best.  It  is  a  terribly  difficult  prob- 
lem. You,  yourself,  have  described  it  as  the  problem  from  hell.  We 
have  tried  our  best  to  do  the  right  thing. 

Plenty  of  people  have  died,  many  people  have  suffered,  and  dip- 
lomats from  all  over  the  world  have  literally  given  it  their  best  for 
a  long  period  of  time,  for  months,  if  not  for  years.  I  think  we  are 
at  a  place  where  we  need  a  different  kind  of  approach,  and  I  am 
not  sure  what  that  is.  I  am  going  to  make  a  suggestion  to  you.  I 
do  not  put  it  forward  as  any  kind  of  a  panacea  or  solution,  but  I 
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have  been  thinking  about  it  and  I  pass  it  on  to  you  for  your  consid- 
eration. You  do  not  really  need  to  comment  on  it  at  this  point. 

I  think  that  we  should  set  a  deadline  for  the  continuation  of 
UNPROFOR  in  Croatia  and  in  Bosnia.  That  deadline  should  stipu- 
late that  all  UNPROFOR  troops  will  be  removed  from  both  coun- 
tries by  a  set  date.  That  date  would  be  the  end  of  summer  or  per- 
haps the  fall,  unless  the  parties  come  to  a  cease-fire  and  reach  a 
political  agreement. 

If  they  do  not,  the  35,000  troops  or  so  that  are  there  would  be 
removed  and  redeployed  along  the  international  borders  in  order  to 
contain  the  conflict. 

Now,  I  think  we  have  to  impress  upon  the  leaders  of  the  former 
Yugoslavia  that  we  are  not  going  to  be  manipulated  any  longer.  We 
have  done  our  part,  and  we  have  to  make  this  ultimatum  a  con- 
vincing one.  I  do  not  know  what  they  would  do.  I  am  not  sure,  but 
my  patience  is  just  about  at  an  end. 

There  are  those,  of  course,  who  suggest  another  solution  to  this 
problem.  The  unilateral  lifting  of  the  embargo.  I  reject  that.  I  know 
you  have  rejected  it,  but  it  certainly  remains  strongly  supported  in 
this  Congress. 

I  just  want  to  express  to  you  my  extreme  frustration  with  the 
current  dynamics  of  this  Bosnian  problem,  and  I  think  we  have  got 
to  work  very  hard  here  to  find  a  different  perspective  on  it.  If,  after 
you  pull  out  UNPROFOR,  they  want  to  go  ahead  and  fight,  I  guess, 
so  be  it.  So  be  it.  We  have  given  it  our  best  shot.  We  have  tried 
to  stop  it,  and  we  have  not  been  able  to  do  it,  and  now  we  see  our- 
selves being  manipulated  again  and  again  and  again  by  these  lead- 
ers. I  must  say  to  you,  my  patience  is  exhausted. 

Mr.  Christopher.  Thank  you  very  much,  Mr.  Hamilton. 

Chairman  Oilman.  The  gentleman's  time  has  expired.  Did  you 
want  to  comment,  Mr.  Secretary? 

Mr.  Christopher.  Well,  I  certainly  want  to  accept  Mr.  Hamil- 
ton's invitation  that  I  need  not  comment,  except  to  express  appre- 
ciation to  him  that  this  is  an  area  where  the  best  thinking  that  we 
can  get  is  valuable,  and  new  ideas  are  most  acceptable. 

I  have  a  degree  of  frustration  about  it  myself,  as  you  might 
guess.  Thank  you. 

Chairman  Oilman.  I  would  just  like  to  comment  that  no  matter 
who  we  talk  to,  from  which  country  and  which  experts,  everybody 
shrugs  their  shoulders,  that  they  still  do  not  have  an  appropriate 
remedy.  So,  maybe  we  will  call  this  the  "Hoosier  Doctrine." 

Mr.  Torricelli. 

Mr.  Torricelli.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  first  I  would  like  to  identify  myself  with  Mr.  Lan- 
tos'  remarks  on  congratulating  you  on  the  decision  for  the  Presi- 
dent to  go  to  Moscow.  It  may  not  have  been  an  easy  political  deci- 
sion, but  it  was  the  right  decision,  and  it  is  an  example  of  the  prop- 
er understanding  of  the  relationship  between  the  United  States 
and  Russia. 

Mr.  Secretary,  in  spite  of  a  wide  variety  of  interests  that  come 
to  mind  today,  there  was  only  one  that  would  lead  to  my  question- 
ing. That  is,  of  course,  the  revelations  with  regard  to  United  States' 
policy  in  Guatemala.  Several  years  ago,  representatives  of  the  Bush 
administration,  in  what  appeared  to  be  a  proud  moment  of  Amer- 
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ican  policy,  took  a  principled  stand  that  assistance  to  Guatemala 
would  be  suspended,  given  the  deplorable  human  rights  record  of 
that  government  and  the  death  of  an  American  citizen  at  the  hands 
of  the  Guatemalan  military. 

It  has  been  revealed,  and  only  in  the  last  24  hours  by  officials 
in  the  Bush  administration,  that  indeed,  the  Central  Intelligence 
Agency,  through  covert  means,  was  providing  not  only  compensa- 
tion for  that  lost  aid,  but  apparently  sums  in  excess  of  that  which 
had  been  suspended,  in  that  principled  moment  in  the  former  ad- 
ministration. 

I  wonder  whether  you  could  comment  whether,  indeed,  at  this 
moment,  there  continues  to  be,  to  your  knowledge,  continued  covert 
assistance  to  Guatemala  through  the  Central  Intelligence  Agency, 
your  degree  in  confidence  of  whether  or  not  you  know  the  answer 
to  that  question,  and  anything  you  might  like  to  share  with  the 
committee  about  revelations  with  regard  to  this  policy  and  the 
Bush  administration. 

Mr.  Christopher.  Congressman  Torricelli,  this  is  a  very  impor- 
tant issue,  and  I  would  like  to  make  a  brief  statement  about  it,  if 
I  may. 

First,  I  want  to  express  my  deep  sympathy  to  Mrs.  Harbury  and 
the  family  of  Michael  DeVine.  I  fully  understand  the  intense  frus- 
tration they  feel  and  the  pain  they  must  feel.  We  have  tried  very 
hard  to  cooperate  with  Mrs.  Harbury,  but  nevertheless,  I  under- 
stand her  frustration. 

I  am  also  very  sympathetic  to  the  concerns  that  you  have  raised, 
and  the  concerns  that  have  been  raised  by  a  number  of  other  com- 
mentators, indeed,  by  the  American  people.  There  have  been  a 
number  of  very  disturbing  allegations  made. 

What  I  think  we  need  to  do  here  is  to  urgently  determine  what 
the  facts  are,  because,  I  must  say,  I  am  not  sure  at  the  present 
time,  nor  is  the  President.  That  is  why  the  President  today  has 
asked  the  Intelligence  Oversight  Board  to  conduct  a  government- 
wide  review  of  all  of  these  facts  and  all  the  allegations  surrounding 
the  death  of  Mr.  DeVine,  as  well  as  the  disappearance  of  Mr. 
Bamaca. 

As  you  know,  the  Intelligence  Oversight  Board  is  composed  of  a 
panel  of  distinguished  citizens  who  are  appointed  because  of  their 
high  achievement  in  other  areas.  The  President  has  asked  the 
Board  to  consult  with  all  relevant  agencies,  to  make  a  government- 
wide  examination  of  this  issue,  determine  what  the  facts  are,  and 
then  make  recommendations  on  them. 

I  want  to  say,  Mr.  Torricelli,  that  even  before  the  President 
acted,  I  ordered  a  review  within  the  State  Department  of  all  rel- 
evant materials.  I  do  think  it  would  be  premature  for  me  to  try  to 
answer  the  question  you  raised  today,  but  I  want  to  assure  you 
that  my  own  action  in  this  incident  will  be  guided  by  three  basic 
principles.  First,  we  must  find  out  what  the  full  truth  is.  We  must 
do  everything  that  is  necessary  to  get  at  the  underlying  facts.  Part 
of  these  facts  will  have  to  come  from  the  Guatemalan  Government, 
and  we  are  pressing  the  them  to  undertake  a  full  investigation 
there. 

Second,  when  all  the  facts  are  in,  then  we  will  call  for  the  appro- 
priate action  to  be  taken.  If  misconduct  has  occurred,  then  I  cer- 
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tainly  think  that  the  President's  attitude  and  mine  will  be  that  ap- 
propriate action  must  be  taken  promptly.  If  necessary,  we  will 
make  changes  to  ensure  that  this  kind  of  situation  is  not  repeated. 

Finally,  my  position  will  be  that  we  must  make  available  to  the 
American  people  all  the  information  that  is  possible.  I  think  my 
record  in  this  kind  of  a  situation  is  reflected  in  the  way  we  treated 
the  El  Salvador  affair,  where  we  furnished  the  Congress  an  enor- 
mous amount  of  information  about  this  past  history. 

These  events  go  back  prior  to  our  Administration,  but  this  is  a 
matter  of  the  reputation  of  government,  and  the  way  we  are  viewed 
by  our  people,  so  we  must  make  available  all  the  facts  that  we  pos- 
sibly can.  I  assure  you  that  my  recommendation  will  be  that  we 
make  the  fullest  possible  disclosure  after  the  Intelligence  Oversight 
Board  findings  and  recommendations. 

That  is  where  I  stand  today.  I  am  very  concerned  about  this  mat- 
ter. I  am  pleased  that  the  President  has  ordered  this  government- 
wide  investigation  to  get  the  facts  so  we  can  act  on  them  in  a 
prompt  and  comprehensive  manner. 

Chairman  Oilman.  The  gentleman's  time  has  expired. 

Mr.  TORRICELLI.  Mr.  Chairman,  in  fairness,  I  appreciate  the  Sec- 
retary's statement  very  much.  I  think  you  can  understand  I  did  not 
really  feel  like  I  had  any  time.  The  Secretary  read  a  rather  lengthy 
statement. 

With  the  committee's  indulgence,  could  I  make  a  comment? 

Chairman  Oilman.  Mr.  Torricelli,  go  ahead. 

Mr.  Torricelli.  Mr.  Secretary,  nothing  would  say  more  about 
the  current  state  of  the  Intelligence  Community  of  the  United 
States  and  this  unfolding  problem,  that  the  Secretary  of  State  of 
the  United  States  has  the  unfortunate  position  of  coming  before 
this  committee  and  saying  frankly  and  honestly,  in  terms  which  I 
deeply  appreciate,  that  indeed,  he  cannot  speak  with  certainty 
about  what  has  occurred  between  the  United  States  Oovernment 
and  its  agencies  and  its  foreign  relations  in  Ouatemala.  That  com- 
ment, Mr.  Secretary,  speaks  volumes  about  the  entire  problem  of 
the  Intelligence  Community  and  the  deceit  with  which  we  have  op- 
erated. 

Mr.  Secretary,  I  do  not  know  whether  the  truth  is  that  a  pre- 
vious Administration,  in  one  of  the  most  cynical  chapters  of  Amer- 
ican history  went  before  this  Congress  and  the  American  people 
and  boldly  and  proudly  announced  that  it  was  suspending  Amer- 
ican assistance  in  recognition  of  human  rights,  and  then  secretly 
funneled  the  same  money  to  the  Central  Intelligence  Agency,  or 
whether,  perhaps  more  dangerously,  the  Bush  Administration  in- 
deed did  not  even  know  that  while  it  was  making  its  announce- 
ments, other  funds  of  this  government  were  undermining  the  policy 
of  the  elected  officials  of  the  United  States  Oovernment. 

In  either  case,  we  are  on  the  threshold  of  some  extraordinai-y 
revelations. 

Finally,  Mr.  Chairman,  I  want  to  pose  to  the  Secretary  that  it 
is  my  understanding  that  this  morning  the  Ouatemalan  Oovern- 
ment officially  requested  from  the  Department  of  State  the  release 
of  all  records  regarding  payments  to  Colonel  Alpirez  and  the  knowl- 
edge of  the  United  States  Oovernment  about  the  corruption  of  its 
military  officials  by  payments  from  this  government,  and  all  other 
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relevant  information  that  its  law  enforcement  agencies  would  find 
relevant  to  this  problem. 

I  would,  therefore,  Mr.  Chairman,  like  to  know  whether  it  is  the 
intention  of  the  Department  of  State  to  comply  with  the  request  of 
a  sovereign  government,  which  has  seen  its  laws  violated  and  un- 
dermined, and  to  supply  that  information  forthwith,  as  indeed,  the 
United  States  Government  would  have  a  right  to  request  a  foreign 
government  to  comply  with  anything  that  would  indicate  a  viola- 
tion of  our  own  laws. 

Mr.  Secretary. 

Mr.  Christopher.  Congressman,  we  have  been  pressing  the  Gua- 
temalan Government  to  conduct  this  investigation  for  some  time, 
so  you  can  be  sure  that  we  will  cooperate  with  them  in  every  prop- 
er way.  Now,  there  are  restrictions  and  laws  about  this,  which  you 
are  very  well  aware  of,  but  my  own  determination  will  be  to  make 
recommendations  providing  for  the  strongest  cooperation,  because 
there  are  parts  of  this  story  that  can  only  be  unraveled  by  the  Gua- 
temalan Government.  If  they  are  determined  to  make  an  investiga- 
tion, I  think  we  should  cooperate  in  every  proper  way. 

Chairman  GiLMAN.  The  gentleman's  time  has  expired. 

Mr.  Kim. 

Mr.  Kim.  Thank  you,  Mr.  Chairman.  I  do  have  a  couple  of  ques- 
tions, Mr.  Secretary. 

Mr.  Christopher.  Good  morning,  Mr.  Kim. 

Mr.  Kim.  The  statements  made  by  you  and  our  colleagues  kind 
of  bother  me — about  this  business  that  we  only  spend  1.3  percent 
of  the  total  budget  on  international  activity.  Now,  1.3  percent  of 
$1.6  trillion  dollars  is  still  lots  of  money.  In  the  good  old  times,  1.3 
percent  may  be  nothing,  but  now  we  are  in  trouble.  We  have  a  fi- 
nancial crisis.  We  have  an  uncontrollable  deficit,  and  our  dollar  is 
in  trouble.  No  nation  will  bail  us  out. 

With  this  kind  of  situation,  we  cut  back  all  of  these  domestic  pro- 
grams, millions  of  people  will  suffer.  Is  it  not  fair  that  we  ask  the 
same  thing  to  all  the  recipients  overseas  to  also  suffer,  proportion- 
ately? I  do  not  see  what  is  wrong  with  such  a  cutback  in  all  pro- 
grams— we  have  different  foreign  aid  programs,  and  that  is  what 
is  kind  of  troubling  me. 

My  second  question — before  I  make  a  second  question,  let  me 
give  you  an  example  that  also  bothers  me.  U.N.  peacekeeping,  since 
you  mention  it,  the  last  year  alone  we  spent  $1.5  billion  on  peace- 
keeping missions,  not  to  mention  that  we  spent  an  additional  $1.7 
billion  on  in-kind  contributions. 

Now,  $1.5  billion  is  more  than  32  percent  of  the  total  peacekeep- 
ing mission  costs.  In  other  words,  we  are  paying  32  percent.  The 
second  largest  contributor,  which  is  Japan,  only  paid  12.5  percent. 
So,  we  are  paying  two  and  a  half  times  more  than  the  second  high- 
est contributor  on  U.N.  peacekeeping  missions — several  missions 
being  highly  questionable  by  the  way.  That  is  not  right.  Anyway, 
those  are  examples. 

Now,  the  second  question  I  have  is  in  terms  of  North  Korea.  We 
are  giving  $22  million  in  aid  to  North  Korea.  That  should  be  con- 
sidered just  like  foreign  aid,  which  there  are  conditions  attached. 
I  do  not  see  any  conditions,  except  that  North  Korea  agreed  not  to 
expand  their  nuclear  programs,  dismantling  their  existing  nuclear 
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programs,  which  they  have  got  to  do  anyway  for  NPT  program. 
Simply  complying  with  a  law  they  agreed  to  and  giving  an  award 
of  $22  million,  to  me  is  troubling.  It  seems  to  me  that  we  should 
not  really  focus  on  both  Korea's  concern.  It  seems  to  me  that  we 
are  accommodating  their  objective  more  than  our  own. 

Now,  I  am  glad  you  mentioned  one  of  the  four  principles  that 
drive  our  foreign  policy.  The  first  one  is  the  United  States  must 
continue  to  lead.  I  agree  with  that.  You  mentioned  that  we  must 
defend  human  rights  and  support  democracy.  I  wonder  about  North 
Korea,  whether  they  are  really  defending  their  human  rights  and 
they  are  in  a  full  democratic  system.  Such  a  nation,  ignoring 
human  rights,  totally  contrary  to  the  democratic  system,  should  not 
be  given  a  penny. 

Let  me  tell  you  another  issue  that  I  am  having  trouble  with, 
which  you  are  doing  a  great  job.  I  would  like  to  commend  you,  that 
our  own  speaker,  Mr.  Gingrich  and  our  committee  chairman  asked 
me  to  go  to  North  Korea  so  I  can  assess  the  current  situation,  but 
North  Korea  sort  of  rejected  my  visit.  It  is  kind  of  ironic  that  they 
welcome  all  other  Members  of  Congress  that  are  primarily  Demo- 
crats— again,  is  coincidental.  The  true  reason  is,  in  my  opinion, 
that  they  are  afraid  of  me,  because  of  my  unique  Korean  heritage, 
background. 

Now,  it  is  about  time  we  stand  strong  on  this  issue.  This  picking 
and  choosing — picking  and  choosing  is  fundamentally  unacceptable 
to  us.  It  is  an  insult  to  the  U.S.  Congress.  I  would  like  to  ask  you 
this  question.  Are  you  willing  to  take  responsibility  to  make  a  for- 
mal recommendation  that  no  congressional  delegation  can  go  to 
North  Korea  until  Pyong  Yang  stops  picking  and  choosing? 

Mr.  Christopher.  Mr.  Kim,  I  am  going  to  take  the  liberty  of  re- 
plying to  your  last  comment  because  I  feel  so  strongly  about  it.  I 
strongly  oppose  any  effort  on  the  part  of  the  North  Koreans  to  pick 
and  choose  which  Members  of  Congress  shall  visit  North  Korea. 

I  have  instructed  Ambassador  Gallucci  and  Assistant  Secretary 
Lord  to  protest  in  the  strongest  terms  any  efforts  by  North  Korea 
to  choose  which  Members  of  Congress  shall  go  to  North  Korea.  I 
think  that  is  up  to  the  individual  members,  and  Congress,  in  its 
own  best  judgment,  as  to  who  shall  go  there.  I  will  join  you  strong- 
ly in  the  effort  to  oppose  any  efforts  by  North  Korea  to  pick  and 
choose. 

Mr.  Chairman,  can  you  give  me  some  guidance  here?  I  would  like 
to  comment  on  some  other  questions  that  Mr.  Kim  raised,  but  I  see 
the  red  light  is  on. 

Chairman  Oilman.  Mr.  Secretary,  we  welcome  your  comments, 
but  I  would  underscore  your  comments  in  regards  to  Mr.  Kim's  re- 
quest to  be  able  to  attend  the  sessions  with  the  North  Korean's  as 
part  of  a  delegation  that  has  already  made  plans  to  go,  and  we 
would  hope  that  this  would  be  resolved  prior  to  the  time  of  depar- 
ture of  the  Kim  delegation. 

Mr.  Christopher.  I  think  you  understand  my  strong  feeling  that 
it  is  improper  for  them  to  pick  and  choose.  It  is  really  up  to  the 
Congress  to  decide  whether  or  not  they  want  to  withhold  other  del- 
egations or  other  members  going.  But,  we  will  make  the  strongest 
request  to  North  Korea.  As  I  say,  I  have  already  instructed  Assist- 
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ant  Secretary  Lord  and  Ambassador  Gallucci,  who  have  regular 
contacts  there,  to  make  that  position  known. 

Chairman  GiLMAN.  We  appreciate  that.  Mr.  Secretary,  please 
comment  on  the  other  question. 

Mr.  Christopher.  First,  let  me  say  the  $22  million  of  so-called 
aid  to  North  Korea  is  essentially  an  investment  in  insuring  that 
they  do  not  go  forward  with  their  nuclear  program. 

Now,  Mr.  Kim  indicated  that  they  are  already  obligated  not  to 
go  forward  under  the  Non-Proliferation  Treaty.  I  do  not  want  to  be 
offensive  about  this,  but  I  am  really  sorry  to  have  to  correct  you 
in  that,  Mr.  Kim.  Their  commitments  to  us  under  the  Framework 
go  well  beyond  their  obligation  under  the  Non-Proliferation  Treaty, 
and  well  beyond  what  is  required  by  the  International  Atomic  En- 
ergy Agency. 

It  is  precisely  because  they  have  agreed  not  to  reload  the  reactor, 
not  to  reprocess,  and  not  to  build  additional  plants,  that  we  think 
this  is  such  a  good  deal  for  the  United  States.  I  think  that  that  is 
a  very  good  investment  for  the  United  States  to  make,  especially 
when  our  close  allies  there,  Japan  and  South  Korea,  are  prepared 
to  put  up  vastly  larger  sums  in  order  to  accom.plish  the  same  goal 
that  we  are  trying  to  accomplish. 

Finally,  I  would  like  to  comment  if  I  could,  Mr.  Chairman,  and 
I  am  very  sensitive  about  the  time  of  the  other  members,  with  re- 
spect to  Mr.  Kim's  comment  on  the  1.3  percent  and  perhaps  criti- 
cism of  our  relating  that.  I  understand  it  is  absolutely  a  large 
amount  of  money,  but  there  is  so  much  misinformation  about  this 
in  the  press  and  in  the  public  mind.  We  have  all  seen  the  polls  that 
indicate  that  many  people  in  America  think  that  we  can  solve  our 
budget  problem  if  we  just  did  away  with  foreign  aid.  Estimates 
range  in  the  minds  of  the  public  from,  say,  10  to  25  percent  of  our 
budget  goes  to  foreign  aid. 

I  think  it  is  useful  to  have  the  public  know,  and  as  often  as  we 
can  tell  them,  that  only  1  percent,  1.3  percent  of  our  budget,  goes 
to  our  entire  international  affairs  account.  Foreign  aid  is  only — not 
a  small  part  of  that,  but  only  a  fraction  of  that. 

I  would  not  be  recommending  we  spend  that  much  if  I  did  not 
think  that  every  dollar  of  that  gave  back  good  value  for  the  United 
States.  The  United  States  cannot  remain  a  prosperous  country  un- 
less we  export.  A  great  amount  of  that  program  is  to  build  up  op- 
portunities for  us  to  export  in  the  future.  I  think  it  is  all  well  justi- 
fied. 

With  respect  to  the  United  Nations,  Mr.  Kim,  the  30  percent  that 
we  have  paid  for  the  United  Nations  peacekeeping  assessments  is 
too  large.  I  agree  with  you  on  that,  and  that  is  why  we  are  having 
full  respect  for  the  views  of  Congress  that  it  be  reduced  to  25  per- 
cent. We  are  making  that  position  known  in  the  United  Nations. 
That  is  the  law  of  the  land  in  the  United  States,  and  we  feel  bound 
to  carry  it  out.  So,  we  look  forward  to  working  with  you,  Mr.  Kim, 
to  make  sure  that  all  of  our  international  affairs  dollars  are  well 
spent,  and  I  hope  to  have  a  chance  to  demonstrate  to  you  that  they 
are.  Thank  you  very  much. 

Chairman  Oilman.  The  gentleman's  time  has  expired. 

Mr.  Lantos. 
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Mr.  Lantos.  Thank  you,  Mr.  Chairman,  and  let  me  say,  Mr.  Sec- 
retary, that  Mr.  Kim  spoke  for  all  of  us  in  Congress,  Republicans 
and  Democrats.  It  is  absolutely  unacceptable  that  North  Korea 
should  select  the  Members  of  Congress  who  participate  in  discus- 
sions with  them  or  who  visit  North  Korea.  This  is  a  matter  of  fun- 
damental principle,  and  I  am  sure  I  speak  for  every  single  Member 
of  this  body  in  saying  that  we  stand  with  Mr.  Kim  on  this  issue. 

Before  I  raise  my  questions.  Chairman,  recognizing  the  time  lim- 
its, I  ask  unanimous  consent  to  submit  additional  questions  to  the 
Secretary  in  writing,  for  a  response  in  writing,  for  inclusion  in  the 
record  of  this  hearing,  on  the  subjects  of  Saudi  Arabia,  China,  Tibet 
and  Burma. 

Chairman  Oilman.  Without  objection. 

Mr.  Lantos.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  would  like  to  return  to  the  subject  of  Iran  and 
Iraq  and  the  Russian  connection.  As  I  indicated  to  you  last  night, 
I  am  intending  to  introduce  a  resolution  making  it  clear  to  the  Rus- 
sian government  that  their  provision  of  nuclear  technology  to  Iran 
is  simply  unacceptable.  We  have  been  through  this  with  respect  to 
Iraq  earlier,  where  Russia,  many  of  our  Western  allies,  and  Japan 
succeeded  in  building  up  Iraq's  nuclear,  chemical,  biological  and 
missile  capabilities. 

We  are  now  in  the  process  of  anticipating  and  witnessing  a  simi- 
lar phenomenon  with  respect  to  Iran.  Mr.  Yeltsin's  regime,  which 
we  are  supporting,  needs  to  understand  that  they  will  have  to 
choose  between  doing  profitable  business  with  Iran  or  becoming 
partners  of  the  United  States  and  the  Western  world  in  a  number 
of  spheres.  They  will  have  to  make  that  choice,  but  I  think  the 
President  will  have  our  full  support  if  he  makes  it  crystal  clear  to 
Boris  Yeltsin  that  it  is  not  possible  to  remain  friends  of  the  United 
States  while  supplying  Iran  with  nuclear  capabilities. 

I  wonder  if  I  may  also,  in  this  same  geographic  area,  talk  about 
Iraq.  The  British  publication.  Foreign  Report,  recently  indicated 
that  Russia  was  finalizing  preparations  to  resume  immediately  arm 
sales  to  Iraq  upon  lifting  of  international  sanctions,  including  deliv- 
eries of  new  fighter  aircraft,  tanks  and  missile  systems. 

As  you  well  know,  Mr.  Secretary,  a  number  of  Western  European 
countries  as  well  as  Japan  and  North  Korea  are  salivating  at  the 
prospect  of  selling  weapons  of  mass  destruction  and  conventional 
weaponry  both  to  Iran  and  Iraq.  I  would  like  to  ask  you  to  be  spe- 
cific in  your  answer  as  to  what  steps  we  are  contemplating,  both 
to  persuade  the  Russians  that  such  a  policy  is  not  in  their  interest, 
and  to  encourage  our  allies  not  to  repeat  with  respect  to  Iran,  the 
shameful  policy  they  pursued  with  Iraq  in  earlier  years. 

Mr.  Christopher.  Well,  with  respect  to  Russia,  Congressman, 
we  intend  to  pursue  the  policy  of  telling  the  Russians  that  it  is  a 
very  bad  mistake  from  the  standpoint  of  their  own  self-interest  to 
engage  in  nuclear  cooperation  with  Iran.  It  is  not  just  the  equip- 
ment they  are  furnishing,  but  the  Russian  scientist  who  would  be 
there  installing  that  equipment,  which  I  think  could  make  a  real 
difference  in  the  pace  of  Iran's  nuclear  development. 

When  I  was  in  Europe  last  week,  I  furnished  Foreign  Minister 
Kozyrev  some  very  vital  information  that  we  have  developed  here 
as  to  what  Iran's  nuclear  intentions  are,  and  I  think  that  should 
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give  Russia  great  pause.  As  I  said  yesterday,  I  think  Russia  will 
rue  the  day  when  they  go  forward  with  this  cooperation  only  to  see 
that  Iran  is  on  a  nuclear  weapons  path. 

We  are  going  also  to  be  working  with  the  Russians  to  try  to  avoid 
conventional  arms  sales.  I  am  considerably  optimistic  on  that  sub- 
ject, that  Russia  will  join  the  new  COCOM  regime  that  will  restrict 
very  carefully  the  sale  of  conventional  weapons.  So,  we  have  a  two 
part  strategy  there. 

With  respect  to  our  other  allies,  we  are  initially  trying  very  hard 
to  persuade  them  not  to  grant  concessional  loans  of  any  kind,  or 
make  some  headway  on  that  front.  Of  course,  we  have  long  been 
advocating  that  they  not  engage  in  nuclear  cooperation  with  Iran, 
and  they  have  been  in  agreement  on  that  subject. 

We  have  also  been  urging  them  not  to  sell  weapons  to  Iran,  and 
once  again,  I  think  the  COCOM  regime  can  be  very,  very  potent 
in  this  regard. 

I  do  not  want  to  go  too  far  beyond  the  time  of  the  other  Members, 
Mr.  Lantos,  we  will  furnish  more  information  for  the  record  on  the 
subject  of  Iraq.  But  as  you  know,  the  United  States,  together  with 
the  United  Kingdom,  have  been  in  the  forefront  of  efforts  to  pre- 
vent a  lifting  of  the  sanctions  against  Iraq,  because  it  is  our  consid- 
ered judgment  that  the  Government  of  Iraq  wants  to  sell  oil,  in 
order  to  use  the  funds  they  receive  for  purchase  of  weapons.  That 
was  demonstrated  just  in  the  last  few  days,  when  Iraq  rejected  out 
of  hand  our  effort  to  ease  the  burden  of  their  monitoring  of  funds 
spent  for  humanitarian  purposes. 

We  proposed  to  allow  them  to  sell  additional  oil  if  they  would  use 
it  for  humanitarian  purposes,  and  they  turned  that  down  out  of 
hand.  We  have  heard  so  many  plaintiff  pleas  from  Iraq  and  from 
some  of  their  supporters  saying,  there  is  a  great  deal  of  hunger  in 
Iraq,  so  we  have  tried  to  respond  to  that  by  saying,  here  is  a  new 
mechanism,  here  is  a  new  plan.  You  can  sell  your  oil  so  long  as  you 
use  it  for  your  people,  and  they  did  not  even  want  to  talk  about 
it.  I  think  that  is  some  indicator  of  the  fact  that  they  want  to  take 
the  money  and  use  it  for  weapons  purchases,  and  we  want  to  resist 
that  in  every  way  we  can.  I  will  give  you  a  more  detailed  answer 
for  the  record,  if  I  may,  Mr.  Lantos. 

[The  response  follows:] 

We  have  shaped  a  consensus  among  governments  in  Western  Europe  and  Japan 
since  Operation  Desert  Storm  that  weapons  should  not  be  transferred  to  Iran  or 
Iraq.  We  are  not  aware  that  any  governments  in  Western  Europe  or  Japan  are  per- 
mitting the  sale  of  any  weapons — conventional  or  otherwise — to  Iran  or  Iraq.  When 
reports  surface  of  alleged  efforts  to  circumvent  Western  and  Japanese  controls  on 
the  export  of  weapons,  those  governments  have  acted  responsibly  to  investigate  and, 
when  appropriate,  taken  enforcement  action. 

North  Korea  has  sold  a  variety  of  weapons  to  Iran  since  the  end  of  the  Iran-Iraq 
war  in  1988.  Of  special  concern  to  us  are  North  Korean  sales  to  Iran  of  SCUD  B 
and  C  missiles  and  production  technology.  Iran  is  also  clearly  interested  in  acquir- 
ing the  North  Korean  No  Dong  missile,  but  does  not  appear  to  have  succeeded  in 
obtaining  it.  We  have  not  seen  evidence  of  any  North  Korean  weapons  sales  to  Iraq 
since  Operation  Desert  Storm,  nor  have  we  seen  any  reliable  indications  of  nuclear 
cooperation  between  north  Korea  and  Iran  or  Iraq. 

At  the  September  summit  in  Washington,  Presidents  Clinton  and  Yeltsin  agreed 
on  a  framework  for  ending  Russian  arms  sales  to  Iran.  We  are  continuing  to  work 
with  Russia  on  the  details  of  this  arrangement. 

We  are  not  aware  that  Russia  has  attempted  to  sell  weapons  of  mass  destruction 
to  Iran.  We  are  working  at  the  highest  levels  to  press  Russia  to  forgo  nuclear  co- 
operation with  Iran,  because  of  our  concern  that  the  resulting  transfers  of  tech- 
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nology  could  be  applied  to  Iran's  nuclear  weapons  program.  This  issue  will  be  at  the 
top  of  President  Clinton's  agenda  during  the  May  summit  in  Moscow. 

Chairman  Oilman.  The  gentleman's  time  has  expired. 

Mr.  Houghton. 

Mr.  Houghton.  Yes,  thank  you,  Mr.  Chairman. 

Mr.  Secretary,  good  to  see  you. 

Mr.  Christopher.  Good  morning,  good  afternoon,  pardon  me.  I 
am  used  to  testifying  here  in  the  morning,  I  guess. 

Mr.  Houghton.  I  would  just  like  to  get  back  to  the  numbers  a 
minute,  because  this  is  so  critically  important  for  us  to  put  all 
these  things  in  priority.  I  do  not  think  anybody  could  disagree  with 
the  work  that  you  are  doing,  and  the  efficiency  with  the  dollars, 
which  you  are  using,  not  only  in  terms  of  the  operation  of  your  own 
department,  but  also  foreign  aid. 

However,  when  you  take  a  look  at  the  spreadsheet,  and  I  have 
it  in  front  of  me,  in  terms  of  what  we  are  going  to  cut  here  in  order 
to  get  to  a  balanced  budget  amendment  by  the  year  2002,  without 
a  tax  decrease,  it  is  going  to  be  $1,300,000,000,000.  With  a  tax  de- 
crease, it  is  going  to  be  $1,700,000,000,000,  almost. 

So,  you  can  see  this  great  monster  coming  down  the  track,  and 
you,  believing  in  what  you  are  doing  and  the  importance  of  the  re- 
lationship of  our  country  to  others,  particularly  as  we  are  looking 
out  at  economic  conditions  in  relationship  with  95  percent  of  the 
world's  population  that  does  not  live  in  this  country,  do  you  have 
any  words  of  wisdom  for  us  on  this  issue?  Because  this  is  exactly 
what  we  are  going  to  be  grappling  with,  and  I  understand  the  prob- 
lem, when  you  take  a  look  at  the  45  percent  reduction  in  real  terms 
from  what  it  was  in  1983,  but  we  must  grapple  with  these  figures. 

Mr.  Christopher.  Congressman,  I  think  it  would  be  very  short- 
sighted to  attempt  to  resolve  our  budgetary  problems  on  the  basis 
of  the  international  affairs  budget.  In  the  first  place,  the  numbers 
are  so  small  that  it  can  only  make  a  very  modest  contribution.  But, 
the  reason  is  much  deeper.  If  we  are  denuded  of  our  resources  nec- 
essary to  pursue  diplomacy,  we  are  likely  to  wind  up  spending 
vastly  more  sums  that  would  make  it  almost  impossible  to  do  any 
budgetary  planning. 

For  example,  should  Russia  reverse  course  and  turn  out  to  be  a 
totalitarian  state,  and  once  again  be  a  nuclear  threat,  that  would 
change  the  mantle  of  the  defense  budget  in  a  way  that  really  is 
very  hard  to  contemplate,  and  certainly  would  throw  off  any  budg- 
etary planning. 

To  give  you  another  example,  if,  in  connection  with  North  Korea, 
we  were  refused  to  spend  the  modest  amount,  the  $22  million 
budgeted  for  next  year,  and  if  we  were  for  that  reason  to  lose  the 
opportunities  of  the  Framework  Accord,  I  think  the  amount  that  we 
might  have  to  spend  in  defensive  alignments  in  connection  with 
North  Korea  would  vastly  exceed  anything  that  might  be  con- 
templated for  foreign  policy  expenditures  in  that  area. 

So,  there  is  such  a  vast  disproportion  between  the  amounts  that 
we  are  spending  and  the  prospect  of  saving  in  the  long  term,  that 
I  think  it  would  be  very  short  sighted  and  pound  foolish,  really,  not 
to  go  forward  with  these  expenditures.  I  would  not  be  recommend- 
ing it  unless  I  felt  that  very  deeply  and  very  sincerely.  I  think 
these  are  great  investments  for  the  American  people  to  make.  I  am 
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not  an  expert  on  tax  policy.  I  am  very  sympathetic  to  the  need  to 
balance  our  budget,  but  I  do  think  it  would  be  short  sighted  and 
pound  foolish  to  try  to  balance  the  budget  based  on  the  inter- 
national affairs  budget. 

Mr.  Houghton.  Mr.  Secretary,  I  agree  with  you.  There  is  no 
question  about  that,  and  the  monies  are  not  large  in  terms  of  our 
total  budget  or  in  terms  of  our  gross  domestic  product,  but  it  is 
going  to  be  awfully  difficult  for  us  to  work  with  these  figures  with- 
out looking  at  every  single  area.  I  know  this  is  painful  for  you,  and 
I  know  this  is  very  difficult  for  you  to  even  put  your  arms  around, 
as  it  would  be  for  me  if  I  were  in  your  position,  but  put  yourself 
in  our  spot,  when  we  are  trying  to  do  this,  and  not  being  able  to 
work  with  the  international  budget.  It  is  going  to  be  almost  impos- 
sible. 

Mr.  Christopher.  Congressman,  nothing  I  have  said  should  be 
interpreted  as  saying  we  will  not  work  with  you.  I  would  like  to 
be  able  to  go  through  with  you  and  your  staff  each  item  of  your 
budget  and  justify  it.  I  realize  they  all  need  to  be  justified,  and  I 
think  we  need  to  bear  our  share  of  the  pain  in  a  sense.  I  think  we 
are  already  bearing  our  share  of  the  pain,  because  of  the  very  large 
amount  of  real  cuts  that  we  have  had  over  the  last  decade. 

But,  certainly,  we  will  work  with  you.  We  will  go  through  that 
budget,  and  if  we  cannot  justify  the  items,  then  they  deserve  to  be 
cut.  I  think  you  will  find  them  justified. 

What  I  really  find  so  difficult  to  deal  with  are  demands  that  we 
simply  slash  up  to  $1  billion  out  of  our  budget,  and  just  point  to 
us  and  say,  you  decide  how  to  do  it.  That  is  very  difficult  for  us 
to  do,  because  we  regard  each  of  them  as  being  well  justified  and 
in  the  national  interest.  But,  we  will  certainly  work  with  this  Com- 
mittee, and  the  Budget  Committee,  to  determine  if  there  is  some 
way  to  cut  the  cost  of  our  operations. 

Chairman  GiLMAN.  The  gentleman's  time  is  expired.  My  col- 
leagues, I  am  going  to  ask  your  indulgence.  The  Secretary  is  going 
to  have  to  leave,  as  he  has  indicated,  at  3:45  and  may  extend  a  few 
minutes. 

I  am  going  to  ask  our  members  if  they  would  limit  themselves 
to  one  question,  so  that  the  remaining  Members  will  have  an  op- 
portunity to  question. 

Mr.  Berman. 

Mr.  Berman.  Mr.  Chairman,  I  have  no  questions,  but  I  do  have 
a  few  comments. 

Chairman  GiLMAN.  Please  proceed. 

Mr.  Berman.  I  will  forego  the  opportunity  to  use  this  to  carve  out 
new  areas  to  explore  with  the  Secretary.  Instead,  I  would  like  to 
deal  very  directly  with  the  questions  of  my  friend  from  New  York, 
the  comments  of  the  gentleman  from  California,  Mr.  Kim,  and  the 
comments  that  you,  yourself,  made  earlier  in  this  particular  hear- 
ing. 

None  of  this  is  new,  but  apparently  it  needs  to  be  said  a  lot  to 
be  absorbed.  In  the  context  of  what  we  are  about  to  do,  I  only  ask 
the  Members  of  this  committee,  the  Congress  generally,  but  this 
committee  very  specifically,  to  recall,  and  I  sat  on  the  Budget  Com- 
mittee for  six  years,  I  was  very  involved — no  area  of  the  Federal 
Government  has  had  anywhere  near  the  percentage  cut  in  its  func- 
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tion  than  the  international  relations  function,  since  1985,  not  one 
other  area  of  the  Federal  Government. 

Secondly — so  whatever  the  glide  path  is  to  the  balanced  budget 
in  2002,  the  international  relations  function  started  that  glide  path 
back  in  1986.  Secondly,  1.3  percent  of  the  federal  budget  is  not  a 
small  amount,  agreed.  But,  when  Mr.  Casic  makes  a  budget  pro- 
posal and  the  Budget  Committee  apparently  signs  onto  it,  that  says 
11.5  percent  of  the  cuts  over  the  next  five  years  are  going  to  come 
out  of  that  1.3  percent  of  the  budget,  one  might  want  to  just  think 
about  what  the  implications  are. 

We  are  not  talking  about  proportionate  cuts  here.  We  are  talking 
about  10  times  or  9  times  proportionate  cuts,  when  we  talk  about 
a  budget,  a  5-year  budget  proposal  that  talks  about  that.  The  Sec- 
retary has  talked  about  the  fact  that  there  are  fewer  employees  in 
the  State  Department.  They  have  initiated  a  number  of  reforms. 
There  are  more  things  that  I  think  they  can  do,  and  apparently 
they  are  preparing  to  do  in  the  way  of  making  a  more  efficient  kind 
of  an  operation. 

But,  let  us  remember  those  figures.  The  Appropriations  Commit- 
tee suggests  a  20  percent  cut  in  fiscal  year  1992,  so  therefore  we 
have  to  do  it?  This  committee  historically,  on  a  bipartisan  basis, 
with  our  distinguished  chairman  playing  a  critical  role  on  then  the 
minority  side,  has  always  fought  to  recognize  what  this  function 
means  for  America's  role  in  the  world.  I  sure  hope  that  some  for- 
mula guidelines  that  come  down  from  the  Appropriations  Commit- 
tee do  not  decide  for  us  what  we  should  do  in  this  particular  thing. 

Twenty  percent  cut  in  the  fiscal  year  1996  in  our  foreign  assist- 
ance program?  I  mean,  the  Secretary  talked,  Mr.  Kim,  about  how 
every  year 

Mr.  Kim.  Will  the  gentleman  yield? 

Mr.  Berman.  Not  yet.  Every  year,  we  export  ten  times  more  than 
the  total  foreign  assistance  we  gave  to  South  Korea  in  the  ten 
years  after  the  Korean  War,  because  of  the  market  that  was  devel- 
oped there,  not  to  mention,  even,  the  security  issue. 

Jordanian  debt  relief,  and  we  talk  about  an  outlay  problem,  we 
have  passed  a  $17  billion  rescission.  If  you  do  it  in  this  fiscal  year, 
you  will  not  even  notice  the  outlay  factor,  given  the  amount  of  re- 
scissions that  are  being  proposed.  There  is  no  outlay  problem.  We 
can  do  something  which  is  very  destructive,  of  moving  ahead  with 
the  peace  process. 

The  $900  million  in  increases,  as  I  understand  it,  are  fundamen- 
tally covering  the  treaty  obligations  for  peacekeeping  arrearages 
that  we  did  not  yet  appropriate,  and  the  ones  we  expect  to  appro- 
priate this  year,  and  this  Jordanian  debt  relief  issue.  We  have  to 
have  some  perspective  on  what  we  are  being  asked  to  do,  not  with- 
standing the  fact  that  I  agree.  This  function  should  not  be  immu- 
nized from  any  cuts.  It  never  has  been.  It  started  the  glide  path 
back  in  1986,  nine  years  before  most  of  the  other  functions  of  gov- 
ernment. I  just  ask  people  to  think  about  some  of  those  other  facts, 
as  we  come  to  all  these  decisions  in  a  foreign  aid  bill,  in  a  budget 
resolution  and  finally  in  an  appropriations  process. 

Thank  you,  Mr.  Chairman. 

Mr.  Kim.  Will  the  gentleman  yield? 

Chairman  GiLMAN.  The  gentleman's  time  is  expired. 
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Mr.  Berman.  Oh,  I  am  sorry.  I  meant  to  yield  to  Mr.  Kim. 

Mr.  Kim.  I  would  just  like  to  mention  that  I  am  not  objecting  to 
a  staff  cutback.  I  am  talking  about  basic  principles  here.  Let  me 
give  you  an  example  of  the  $22  million  to  North  Korea.  What  are 
we  doing?  It  certainly  gives  the  perception  that  we  are  buying 
peace,  $20  million  here,  $20  million  there.  I  think  peace  should  be 
achieved  by  strength,  not  by  going  around  and  paying  for  it. 

I  take  a  strong  position  that  nobody  is  going  to  push  us  around. 
Forty  years  ago,  you  talking  about,  that  is  a  different  story,  but 
today,  times  have  changed.  We  have  a  huge  deficit,  and  we  have 
a  serious  dollar  crisis.  We  have  to  let  those  overseas  know  that 
they  have  to  cut  back,  too. 

Mr.  Berman.  If  I  may  just  reclaim  my  time  just  to  respond,  I 
have  a  feeling  that  the  40,000  troops  that  we  provide  in  South 
Korea  cost  a  little  bit  more  than  the  $22  million  which  is,  I  guess, 
part  of  the  reprogramming  and  appropriation  of  trying  to  obtain 
the  freeze  of  the  North  Korean  nuclear  program,  not  an  insignifi- 
cant condition  of  that  assistance. 

Secondly,  I  repeat,  I  am  not  trying  to  immunize  this  function 
from  cuts.  I  think  there  are  changes  in  the  world  and  things  need 
to  be  done  differently,  but  just  keep  the  figures  in  perspective. 

Chairman  Oilman.  The  gentleman's  time  has  expired. 

Mr.  Brownback. 

Mr.  Brownback.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  thanks  for  coming  in  front  of  us  and  your  work. 
I  would  like  to  piggyback  on  Mr.  Houghton's  comment  real  quick 
and  one  short  question.  That  is,  he  pleads  with  you  to  help  us  in 
balancing  the  budget  in  the  year  2002,  and  looking  at  this  program 
function.  I  think  a  lot  of  the  request  is  based  upon  your  knowledge 
in  the  area  and  our  desire  and  indeed,  push  and  will  balance  the 
budget  by  2002. 

Now,  we  can  do  that  from  the  Congress  and  push  that  here.  You 
have  a  superior  knowledge  of  where  the  cuts  can  best  be  done  and 
made,  and  we  would  just  plead  with  you  to  think  about  that. 

One  question  in  particular  is  the  U.S.  Information  Agency.  The 
President  has  requested  a  $123  million  cut.  I  just  would  ask  you 
to  look  in  that  whole  area,  and  ask  you,  is  that  function  continued 
to  be  needed  or  are  there  further  cuts  that  can  be  taken  clearly  in 
that  area  that  the  mission  has  been  accomplished  in  much  of  that 
field? 

Mr.  Christopher.  There  is  still  a  very  important  mission  to  be 
accomplished  there,  in  projecting  American  ideas  around  the  world. 
The  demise  of  the  Soviet  Union  has  not  ended  the  need  for  U.S. 
information  to  be  projected  around  the  world,  into  those  corners  of 
the  world  where  a  democracy  has  not  yet  flourished,  where  we 
have  greater  opportunities.  So,  no,  the  function  has  not  ended.  It 
has  been  changed,  and  I  think  in  recognition  of  that  change,  the 
budget  has  been  cut  back. 

Perhaps  you  will  be  having  before  you  the  Director  of  the  USIA, 
and  he  can  talk  with  more  specificity  about  their  budget.  But,  I 
think  the  fact  that  the  budget  has  been  substantially  cut  back  is 
a  reflection  of  the  changing  times. 

Mr.  Brownback.  Thank  you,  Mr.  Chairman. 

Chairman  Oilman.  Mr.  Engel. 
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Mr.  Engel.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  want  to  say  publicly  at  this  hearing  what  I  said 
to  you  last  night  at  dinner,  that  I  think  this  nation  owes  you  a 
great  deal  of  personal  gratitude  for  the  work  that  you  have  done. 
Of  course,  the  work  that  you  have  done  as  Secretary  of  State,  but 
particularly  the  work  that  you  have  done  to  provide  peace  in  the 
Middle  East. 

As  we  all  know,  it  is  very  complicated  and  not  very  easy,  but  cer- 
tainly, you  have  shown  the  tenacity  and  perseverance  without 
which  peace  would  not  be  within  the  grasp  of  the  peoples  of  the 
Middle  East.  So,  I  want  to  state  that  publicly. 

I  want  to  ask  you  about  another  region,  however.  Before  I  do 
that,  let  me  just  say  that  I  could  not  agree  with  you  more  in  terms 
of  your  assessment  of  foreign  aid.  When  we  look  at  of  how  much 
foreign  aid  this  country  provides  as  a  percentage  of  our  total  budg- 
et or  as  compared  to  other  countries,  we  are  way  down  on  the  list. 

While  the  American  public  thinks  that  perhaps  a  quarter  of  our 
budget  goes  to  foreign  aid,  as  you  pointed  out  in  your  testimony 
earlier  today,  it  is  1.3  percent  of  our  budget.  If  I  had  my  druthers, 
frankly,  I  would  increase  foreign  aid,  because  I  think  this  is  pre- 
cisely the  wrong  time  to  withdraw  from  the  world  scene.  We  spent 
so  much  money  during  the  cold  war  with  the  Soviet  Union  and  now 
we  only  need  a  fraction  of  that  to  ensure  that  democracy  continues 
to  take  root  in  Eastern  Europe  and  Central  Europe,  and  in  Africa, 
as  well.  I  am  very  upset  with  the  proposed  cutbacks  in  aid  to  the 
African  countries  because  a  democracy  is  beginning  to  take  hold 
there. 

I  have,  for  a  long  time,  been  very  positive  about  providing  aid  to 
the  people  of  Albania.  For  many  years,  of  course,  that  country  was 
closed.  It  was  the  worst  Stalinist  state  in  Europe,  being  fed  a  heavy 
dose  of  anti-American  propaganda.  The  marvelous  thing  is  that 
these  people  do  not  believe  a  word  of  it.  They  are  very  pro-Amer- 
ican, and  I  think  this  is  precisely  the  kind  of  country  where  a  little 
bit  of  aid  goes  a  long  way. 

Neighboring  Albania,  however,  is  the  Albanian  region  of  Kosovo, 
which,  of  course,  is  a  tinderbox.  The  people  of  Kosovo  live  under 
the  worst  kinds  of  conditions.  We  have  discussed  not  lifting  sanc- 
tions on  the  Belgrade  regime  until  the  situation  in  Kosovo  is  re- 
solved. Just  about  a  month  ago,  the  administration,  of  course,  pro- 
posed a  series  of  packages  to  Belgrade  which  included  the  lifting 
of  sanctions,  not  even  mentioning  the  situation  in  Kosovo.  I  was 
really  quite  upset  about  that. 

Chairman  Oilman.  The  gentleman's  time  has  expired.  I  have  six 
more  members  and  we  have  15  minutes  left. 

Mr.  Engel.  Perhaps  the  Secretary  could  comment  in  30  seconds 
and  we  could  exchange  some  letters. 

Mr.  Christopher.  Well,  we  will  reply.  First,  as  you  know,  we  are 
providing  about  $33  million  of  so-called  SEED  aid  to  Albania,  and 
I  agree  with  you  about  the  importance  and  significance  of  the  great 
progress  the  Albanians  are  making. 

Second,  I  think  you  will  fmd  that  the  most  we  are  prepared  to 
do  with  respect  to  Serbia  is  a  suspension  of  sanctions.  That  has 
been  rejected  by  President  Milosevic.  I  will  take  into  account  your 
point  that  if  sanctions  are  to  be  lifted  in  an  overall  sense  and  per- 
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manently,  then  we  ought  to  try  to  get  some  reHef  for  Kosovo  or 
some  assurance  with  respect  to  Kosovo,  as  well  as  Bosnia  and  Cro- 
atia. 

But,  that  is  not  a  live  topic  at  the  present  time,  Mr.  Engel.  I  am 
sorry  to  say  that  that  part  of  our  diplomacy  seems  to  have 
foundered  on  the  arbitrary  reaction  of  President  Milosevic,  who  in- 
sists that  we  lift  immediately  all  sanctions,  before  he  is  willing  to 
talk  with  us.  But,  I  will  reply  more  fully. 

[The  response  follows:] 

We  still  believe  progress  is  possible,  however.  In  our  most  recent  conversations, 
Milosevic  has  started  to  face  the  fact  that  the  Contact  Group  is  only  offering  tem- 
porary suspension  of  certain  sanctions  in  exchange  for  the  steps  he  is  prepared  to 
take  now.  If  he  were  to  accept  that  offer,  mutual  recognition  between  Serbia  and 
Bosnia  would  move  forward.  That  interim  step  could  have  a  positive  effect  on  the 
other  issues  remaining  as  part  of  an  overall  settlement,  including  the  critical  Kosovo 
situation  that  you  mentioned. 

Chairman  Oilman.  The  gentleman's  time  is  expired. 

My  colleagues,  the  Secretary  has  10  more  minutes.  I  have  on  our 
list  five  more  speakers.  Mr.  Chabot,  Mr.  Menendez,  Mr.  Moran,  Mr. 
Ackerman,  Ms.  McKinney,  Mr.  Bereuter.  Please,  out  of  consider- 
ation for  your  colleagues,  be  brief. 

Recognize  Mr.  Chabot. 

Mr.  Chabot.  Thank  you,  I  have  two  quick  questions. 

Thank  you,  Mr.  Secretary.  You  raised  the  issue  of  the  two  Ameri- 
cans being  held  in  Iraq  earlier  in  your  testimony.  It  seems  to  me 
that  the  two  Americans  being  held  there  in  Iraq  are  pawns,  in  es- 
sence, and  they  are  in  the  hands  of  what  I  would  consider  to  be 
an  outlaw  ruler.  Of  course,  this  puts  this  administration  and  this 
Congress  in  a  difficult  position. 

On  the  one  hand,  we  do  not  want  to  give  Saddam  Hussein  any 
additional  leverage  by  upping  the  ante,  upping  the  stakes,  or  in- 
creasing the  visibility  of  this  matter. 

On  the  other  hand,  we  must  emphasize  that  dire  consequences 
will  result  if  the  two  Americans  are  not  released  and  soon.  What 
leverage  do  we  have  over  Iraq,  or  what  options  are  available  to  us, 
particularly  when  one  considers  that  we  already  have  an  embargo 
going  on? 

Mr.  Christopher.  We  already  have,  pardon  me? 

Mr.  Chabot.  The  country  is  already,  in  essence,  there's  an  em- 
bargo going  on,  I  believe. 

Mr.  Christopher.  Yes,  Mr.  Chabot.  Briefly,  I  think  we  should, 
for  the  time  being,  aggressively  pursue  diplomatic  options,  but  not 
giving  up  any  of  the  options  that  we  have  as  a  great  power. 

As  I  said  in  my  statement,  if  Iraq  wants  to  resume  a  place  in 
the  community  of  nations  and  be  treated  as  an  enlightened  nation, 
they  will  release  these  two  men  immediately.  That  is  what  I  urge 
them  and  am  determined  that  they  must  do. 

In  the  meantime,  we  hold  them  fully  responsible  for  the  well 
being  and  welfare  of  the  two  men. 

Mr.  Chabot.  Very  briefly.  Congress  has  expressed  its  bipartisan 
support  for  Jerusalem  as  the  undivided  capital  of  Israel.  A  recent 
letter  sent  to  you  by  93  Senators  called  on  the  administration  to 
move  the  U.S.  Embassy  to  Jerusalem  no  later  than  1999.  I  strongly 
support  that  effort.  In  fact,  a  similar  letter  is  now  circulating  in  the 
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House.  Would  you  discuss  very  briefly  the  current  thinking  of  the 
administration  on  this  matter? 

Mr.  Christopher.  Jerusalem  is  a  highly  sensitive  issue,  which 
the  parties  themselves  have  decided  would  be  considered  in  the 
next  phase  of  negotiation,  that  is,  a  so-called  final  status  matter. 
I  will  be  studying  the  letter  that  had  just  come  in  from  the  Senate, 
and  obviously,  I  will  be  studying  and  replying  to  the  letter  that  I 
get  from  you.  Clearly,  this  is  a  matter  on  which  the  goal  of  our  pol- 
icy is  the  same.  But  I  think  we  need  to  handle  it  in  a  way  that 
tries  to  the  maximum  degree  not  to  interfere  with  the  Middle  East 
peace  process  and  interfere  with  the  plans  of  the  parties  them- 
selves. 

I  think  this  is  a  matter  of  such  sensitivity  and  delicacy  that  I 
would  like  to  ask  you  to  permit  me  to  reply  when  I  receive  your 
letter  and  have  that  opportunity. 

Mr.  Chabot.  ok,  thank  you,  Mr.  Secretary. 

Chairman  GiLMAN.  The  gentleman's  time  is  expired. 

Mr.  Menendez. 

Mr.  Menendez.  Mr.  Chairman,  I  am  not  going  to  reduce  the  im- 
portance of  my  questions  to  2  minutes  and  having  the  Secretary 
here  is  like  having  a  bag  of  potato  chips.  I  cannot  ask  just  one.  So, 
I  would  ask  unanimous  consent  to  include  a  statement  in  the 
record,  and  to  also  submit  a  list  of  questions  in  writing  to  the  Sec- 
retary? 

Chairman  Oilman.  Without  objection. 

Mr.  Menendez.  Briefly  make  a  comment  that  my  colleagues  on 
this  committee,  who  I  assume  sought  to  serve  on  this  committee, 
I  would  urge  them  to  look  that  we  are  on  the  gateway  to  a  new 
century.  We  seem  to  want  to  cannibalize  our  opportunities  to  go 
ahead  and  prosper  from  that  new  century  in  both  economic  as  well 
as  political  stability,  environmental  stability  in  the  world. 

We  cannibalize  it  by  taking  away  one  of  the  few  aspects  that  we 
have  in  terms  of  peaceful  diplomacy  versus  armed  intervention  in 
the  world  unilaterally.  There  are  only  a  few  aspects  of  peaceful  di- 
plomacy. It  is  international  opinion,  trade,  sanctions  when  appro- 
priate, and  yes,  foreign  aid.  If  we  want  to  be  on  the  process  of 
cannibalizing  ourselves  in  that  way,  and  our  ability  to  put  this  Na- 
tion's interests  first. 

If  you  want  to  put  this  nation's  interests  first,  then  you  do  not 
do  it  with  a  meat  axe  approach,  but  you  have  taken  what  has  been 
proposed  in  foreign  aid.  I  certainly  hope  that  those  who  have 
sought  particularly  to  serve  on  this  committee  will  take  that  re- 
sponsibility in  very  high  regard,  because  I  think  that  what  we  do 
here  is  among  the  most  important  work  for  our  Nation,  and  among 
the  most  important  work  for  the  Congress. 

Mr.  Secretary,  I  look  forward  to  your  answers  to  my  questions. 

Mr.  Christopher.  Thank  you  for  your  consideration.  Congress- 
man. 

Chairman  Oilman.  Mr.  Bereuter. 

Mr.  Bereuter.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  read  your  testimony.  I  was  speaking  to  the 
House  about  a  bill  I  introduced  today  on  North  Korea  U.S.  nuclear 
accord,  which  I  hope  you  will  give  me  your  reactions  to. 

Mr.  Christopher.  Certainly  will. 
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Mr.  Bereuter.  I  have  two  things  just  to  say  to  you,  Mr.  Sec- 
retary. The  first  relates  to  Macedonia.  Things  are  deteriorating 
dramatically  in  Macedonia  because  of  the  economic  embargo.  We 
also  do  not  have  an  ambassador  there  yet. 

I  would  say  respectfully  that  I  think  it  is  your  responsibility 
among  others  to  exercise  some  leadership  in  that  respect.  The  Eu- 
ropean community's  nations,  by  and  large,  are  waiting  for  us,  as 
usual.  They  hope  that  we  will  take  some  leadership  and  resolve 
that  issue.  Otherwise,  the  responsibility  for  what  is  going  to  hap- 
pen in  that  whole  region  falls  on  you  and  on  the  Executive  Branch. 
To  some  extent,  I  would  say  it  would  be  the  responsibility  of  the 
Congress,  as  well.  But,  it  is  not  going  to  fall  on  me  silently. 

Mr.  Secretary,  the  Chairman  has  asked  us  not  to  get  into  ques- 
tions about  restructuring  the  State  Department  and  others,  and  I 
will  not.  But,  I  would  simply  say  that  we  have  to  face  these  issues. 
I  have  my  doubts  whether  moving  export  promotion,  credit  and  in- 
surance into  the  State  Department  is  a  good  idea. 

I  think  for  the  sake  of  your  successors  and  future  Presidents,  the 
idea  of  creating  an  aid  foundation  within  the  Department  is  a 
strikingly  bad  idea.  I  hope  if  you  have  any  advice  for  us,  that  you 
will  go  public  with  it.  Or,  if  you  have  already  said  things  about 
that  that  are  very  direct,  let  me  know  about  that  and  let  the  mem- 
bers know  about  it. 

Thank  you  very  much  for  the  excellent  work  that  you  do  for  the 
country. 

Mr.  Christopher.  Thank  you  very  much.  Congressman. 

Chairman  Oilman.  Thank  you.  Mr.  Moran? 

Mr.  MoRAN.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  there  are 
a  great  many  of  us  on  this  committee  and  in  the  Congress  who 
hope  that  you  will  show  the  kind  of  resolve  that  you  and  the  Unit- 
ed States  government  is  capable  of  with  regard  to  the  Bosnian  situ- 
ation and  Macedonia  and  Kosovo  and  take  into  account  the  latest 
information  that  shows  that  clearly,  Serbia  is  the  aggressor  nation. 
I  would  hope  that  we  would  not  be  lifting  any  economic  sanctions 
or  even  contemplating  that  to  a  nation  that  has  carried  about  a 
strategy  of  the  ethnic  cleansing. 

I  will  not  go  into  that  in  any  greater  detail,  because  I  do  want 
to  raise  an  issue  that  has  not  been  raised  today,  and  that  is  with 
regard  to  the  fact  that  the  First  Lady  has  been  visiting  India  and 
Pakistan.  Mrs.  Bhutto  will  be  over  here.  We  seem  to  have  a  situa- 
tion that  is  not  getting  better  in  that  part  of  the  world.  I  would  like 
to  know  what  your  views  are  on  the  Khashmir  situation  and  to 
what  degree  are  we  putting  pressure  on  the  Pakistani  Government 
to  extradite  Mr.  Consi,  to  find  him  and  get  iiim  over  here  for  the 
prosecution  for  the  murders  in  front  of  the  CIA?  It  is  likely  he  is 
in  Pakistan,  and  it  seems  to  me  that  it  is  high  time  we  got  the  kind 
of  cooperation  that  the  Pakistani  Government  showed  it  was  capa- 
ble of  with  regard  to  Mr.  Josef. 

Mr.  Secretary. 

Mr.  Christopher.  Well,  first,  with  respect  to  the  Khashmir  situ- 
ation, we  have  been  trying  to  work  constructively  with  both  India 
and  Pakistan,  to  see  if  there  cannot  be  some  resolution  of  that 
longstanding  problem.  We  have  had  in  this  last  two  or  three  years 
the  resolution  or  the  near  resolution  of  some  problems  that  seem 
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to  be  intractable,  and  gives  us  some  hope  that  we  can  find  some 
approach  to  Khashmir  that  will  be  useful  there. 

With  respect  to  the  other  matter,  I  think  it  may  be  more  appro- 
priate that  I  reply  to  you  in  private,  but  we  are  making  very  strong 
efforts  to  obtain  the  cooperation  of  the  Pakistani  Government.  I 
must  say  that  in  many  instances,  we  have  had  very  good  coopera- 
tion from  the  Pakistani  Government,  most  recently  in  the  case  of 
a  man  who  was  brought  to  New  York  for  trial  in  connection  with 
the  bombing  there.  I  would  like  to  proceed  in  that  respect. 

Mr.  MORAN.  Have  we  made  any  progress  in  finding  the  people 
who  were  responsible  for  the  death  of  our  own  personnel  in  Kara- 
chi? 

Mr.  Christopher.  We  have  sent  an  FBI  team  there  and  they  are 
proceeding.  That  case  has  not  been  solved  or  resolved.  We  are  per- 
haps developing  some  better  theories  as  to  the  source  of  the  attack, 
but  no,  Mr.  Moran,  we  have  not  resolved  that  problem,  but  you  can 
be  sure  that  we  are  working  on  it  with  the  kind  of  diligence  that 
comes  when  some  of  your  own  people  have  been  killed  in  that  kind 
of  a  terrible  incident. 

Mr.  Moran.  Thank  you,  Mr.  Secretary  and  thank  you,  Mr.  Chair- 
man. 

Chairman  Gilman.  The  gentleman's  time  is  expired. 

Ms.  McKinney. 

Ms.  McKinney.  Thank  you,  Mr.  Chairman.  I  have  a  statement 
that  I  would  like  to  submit  to  the  record. 

Chairman  GiLMAN.  Without  objection. 

Ms.  McKinney.  I  also  have  some  questions  that  I  would  like  to 
submit  for  the  Secretary's  response. 

Chairman  GiLMAN.  Without  objection. 

Ms.  McKinney.  I  would  just  like  to  mention  to  the  Secretary 
that  when  Undersecretary  Moose  came  here,  I  asked  him  a  ques- 
tion about  the  African  American  representation  at  State  Depart- 
ment in  the  Foreign  Service,  and  I  have  yet  to  receive  a  response 
to  that.  I  would  certainly  appreciate  receiving  that  information. 

Additionally,  I  was  informed  that  in  the  last  Foreign  Service 
class,  that  there  were  no  African  Americans  accepted.  If  I  could  get 
some  information  about  that? 

Mr.  Christopher.  Ms.  McKinney,  we  will  certainly  provide  you 
detailed  information  about  that.  I  have  just  been  handed  some  in- 
formation indicating  that  in  the  Senior  Foreign  Service,  there  are 
21  African  American  men  and  9  African  American  women.  That  is 
too  few,  of  course,  in  terms  of  the  proportion  of  the  population. 

In  the  total  Foreign  Service,  there  are  147  African  American 
men,  102  African  American  women,  for  a  total  of  249.  We  are  work- 
ing hard  at  trying  to  get  a  better  balance  there,  because  in  my  own 
judgment,  our  diplomacy  will  be  better,  if  our  Foreign  Sendee  is 
more  representative  of  our  nation  as  a  whole. 

So,  this  is  work  in  progress  as  far  as  we  are  concerned,  and  I 
would  like  to  have  a  chance  to  furnish  further  information  to  you 
and  meet  with  you  on  this  subject,  if  you  would  like  to.  It  is  a  mat- 
ter of  deep  concern  to  me,  as  I  say,  because  I  think  our  diplomacy 
will  be  more  effective,  if  our  Foreign  Service  is  better  balanced. 

Ms.  McKinney.  I  will  follow  up  with  you  so  that  we  can  make 
that  meeting  happen. 
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Chairman  GiLMAN.  Mr.  Secretary,  I  know  your  time  has  run.  We 
ask  that  you  provide  the  committee  with  written  responses  to  our 
questions  following  this  hearing,  and  without  objection,  it  will  be 
made  part  of  the  record. 

We  thank  you  for  your  patience,  and  thank  you  for  being  with 
us  today. 

Mr.  Christopher.  Mr.  Chairman,  I  wonder  if  before  I  leave,  if 
I  could  revert  just  a  moment  to  Mr.  Bereuter's  comments?  I  think 
it  would  be  somewhat  incomplete  if  I  did  not  mention  that  the 
President  has  a  special  representative,  Mr.  Matthew  Nimitz,  a 
former  Undersecretary  of  State,  who  is  dealing  with  the  situation 
between  Greece  and  Macedonia,  in  the  hopes  that  we  can  resolve 
that  in  a  way  that  would  enable  us  to  have  full  diplomatic  ties  with 
Macedonia. 

It  is  a  very  strong  aim  of  mine.  I  think  it  needs  to  be  done,  and 
there  is  some  hope.  As  you  know,  former  Secretary  of  State  Vance 
is  our  United  Nations  representative  who  is  trying  to  deal  with 
some  of  the  very  technical  but  emotional  issues  regarding  the  flag 
and  other  ceremonial  aspects  in  relation  to  Macedonia,  former  Re- 
public of  Macedonia  and  Greece.  We  are  working  very  hard  on  that 
problem.  I  hope  we  can  succeed  on  it. 

I  cannot  resist,  also,  Mr.  Bereuter,  to  say  that  I  share  your  very 
strong  reservations  about  the  creation  of  some  sort  of  a  foundation 
for  aid  within  the  State  Department.  That  does  not  seem  to  be  the 
best  approach  to  that  problem,  and  thank  you  for  raising  the  ques- 
tion. 

Chairman  GiLMAN.  Mr.  Secretary,  before  you  go,  please  do  not 
forget  our  problems  in  Cyprus,  as  you  look  at  Macedonia. 

Mr.  Christopher.  I  will  not.  Thank  you  for  your  courtesy. 

Chairman  GiLMAN.  Thank  you,  Mr.  Secretary.  Let  me  remind  our 
members  that  we  have  another  panel  that  follows,  Brian  Atwood 
and  General  Rhame.  If  they  are  here,  would  they  come  forward? 

The  committee  will  come  to  order,  if  our  members  would  take 
their  places.  I  would  now  like  to  welcome  the  Administrator  of  the 
Agency  for  International  Development,  the  Honorable  Brian  At- 
wood, and  the  Director  of  the  Defense  Security  Assistance  Agency, 
the  DSAA,  Lieutenant  General  Thomas  Rhame,  to  the  committee. 
Good  afternoon,  gentlemen,  and  we  welcome  you  at  this  late  hour. 

Prior  to  service  at  AID,  Mr.  Atwood  served  briefly  as  the  Under- 
secretary of  State  for  Management.  Mr.  Atwood  also  served  for  8 
years  as  the  president  of  the  National  Democratic  Institute  for 
International  Affairs,  promoting  democracy  around  the  world.  By 
the  numbers  of  new  democracies  around  the  world,  it  appears  he 
did  a  good  job  in  that  role. 

Mr.  Atwood.  Thank  you,  Mr.  Chairman. 

Chairman  GiLMAN.  General  Rhame  comes  before  us  as  a  genuine 
military  hero.  Prior  to  his  appointment  as  Director  of  the  D.S.A.A., 
General  Rhame  commanded  the  first  infantry  division,  the  Big  Red 
One,  leading  it  against  Saddam  Hussein's  elite  Republican  Guard 
in  Operation  Desert  Storm.  General  Rhame  also  served  in  Vietnam. 
He  is  one  of  our  country's  most  abled  and  decorated  officers.  We 
welcome  you,  General  Rhame. 

General  Rhame.  Thank  you,  sir. 
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Chairman  GiLMAN.  We  will  start  off  with  Brian,  but  first,  I 
would  like  to  recall  what  the  Undersecretary  of  State,  George  Ball 
once  said  to  President  Kennedy  on  the  establishment  of  AID,  and 
I  quote,  "The  disputes  among  the  foreign  aid  theologians  as  to  how 
to  organize  and  administrate  foreign  aid  programs  seem  bureau- 
cratic, academic,  tedious,  and  frivolous.  The  administrator  had  to 
spend  much  of  his  time  on  Capitol  Hill  where  foreign  aid  programs 
had  only  a  limited  constituency."  It  seems  that  we  are  repeating 
history.  Does  that  sound  familiar,  Mr.  Atwood?  I  understand  you 
once  tackled  the  great  running  back,  Gayle  Sayers  at  Boston  Uni- 
versity. Given  that  display  of  courage,  I  cannot  think  of  a  better 
man  to  lead  AID. 

Mr.  Hamilton,  I  recognize  our  ranking  minority  member. 

Mr.  Hamilton.  That  is  right.  We  want  to  commend  you  on  your 
research,  Mr.  Chairman.  It  is  a  pleasure  to  have  these  two  distinc- 
tive witnesses  before  us.  I  have  no  opening  statement. 

Chairman  Gilman.  Mr.  Atwood,  please  proceed.  Since  the  hour 
is  late,  you  may  want  to  give  us  some  brief  remarks  and  submit 
your  testimony  in  full,  which  we  will  be  pleased  to  accept. 

STATEMENT  OF  J.  BRIAN  ATWOOD,  ADMINISTRATOR,  AGENCY 
OF  INTERNATIONAL  DEVELOPMENT 

Mr.  Atwood.  Thank  you,  Mr.  Chairman.  I  would  like  to  do  that, 
Mr.  Chairman.  I  thank  you  very  much  for  that  introduction.  I 
should  clarify  for  the  record  that  it  is  true.  I  did  tackle  Gayle  Say- 
ers, but  there  were  eight  other  people  in  on  the  tackle.  [Laughter.] 

I  am  also  honored  to  be  here  with  General  Rhame.  You  are  abso- 
lutely right.  He  is  a  hero  of  our  country.  It  is  an  honor  to  be  here 
with  him. 

I  want  to  just  take  a  few  minutes,  Mr.  Chairman,  and  I  will  sum- 
marize my  statement,  and  ask  that  the  rest  be  put  in  the  record, 
to  dispel  some  of  the  myths  about  our  foreign  aid  program. 

Chairman  Gilman.  Without  objection,  it  will  be  entered. 

Mr.  Atwood.  Much  of  the  talk  today  about  our  foreign  assistance 
programs  focuses  on  many  of  the  problems  that  we  had  during  the 
cold  war  period.  It  is  true  that  our  aid  program,  as  was  the  case 
with  our  defense  budget  and  other  things  that  we  did  in  our  diplo- 
macy, was  instrumental,  in  winning  the  cold  war,  but  much  of  the 
money  was  not  used  for  development  purposes.  I  think  that  has 
created  a  certain  amount  of  cynicism  about  the  aid  program,  and 
we  are  trying  to  dispel  that  with  a  new  form  of  foreign  aid  that  we 
think  is  much  more  appropriate  for  the  post-cold  war  period. 

Our  program  seeks  the  maximum  return  from  each  dollar  spent. 
It  is  relatively  small  compared  to  other  sources,  such  as  the  multi- 
lateral development  banks  and  the  U.N.  agencies,  and  several  ac- 
counts have  been  reduced  in  the  last  2  years.  Our  program  is  in- 
creasingly focused  on  communities  as  well  as  national  govern- 
ments. It  builds  partnerships  with  development-oriented  govern- 
ments, and  emphasizes  participation  from  the  grass  roots  up. 

Our  program  is  designed  to  help  nations  consolidate  democratic 
systems  and  free  markets.  Our  work  creates  customers  for  U.S.  ex- 
ports, and  addresses  the  root  causes  of  international  disorder.  The 
aid  program  that  is,   as  opposed  to  the   aid  program  that  was, 
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makes  careful,  mutually  reinforcing  investments  in  America's  own 
self-interests. 

This  assistance  is  precisely  what  America  should  bring  to  the 
post-cold  war  world.  First,  it  creates  economic  opportunity.  Second, 
it  advances  our  foreign  policy  goals  by  creating  a  more  stable, 
peaceful  and  prosperous  world.  And  third,  it  advances  American 
leadership. 

Some  critics  argue  that  our  program  is  charity,  something  that 
we  do  out  of  the  goodness  of  our  hearts.  Some  have  suggested  that 
it  is  essentially  a  peripheral  matter,  a  diversion,  even  from  the 
strategic  matters  of  state.  I  couldn't  disagree  more  with  this.  Stra- 
tegic matters  are  not  merely  those  that  may  involve  military  inter- 
vention or  direct  political  action.  Strategic  matters  can  also  mean 
dealing  with  the  conditions  that  create  instability. 

I  want  to  first  consider  the  economic  aspect.  Today,  exports  ac- 
count for  over  10  percent  of  our  gross  domestic  product,  up  from 
8  percent  only  a  decade  ago.  Exports  represent  the  fastest  growing 
sector  of  our  economy,  and  they  explain  our  surprising  economic  vi- 
tality and  the  low  rate  of  unemployment  we  are  now  experiencing. 
But  the  opportunities  have  only  just  begun  to  emerge.  Today,  the 
world's  gross  domestic  product  is  nearly  26  trillion  dollars.  Most  of 
the  economic  progress  in  the  last  decade  has  occurred  in  the  devel- 
oping world.  Our  exports  to  Latin  America,  Asia,  and  Africa  are 
growing  much  faster  than  those  to  in  Europe  or  Japan.  Our  exports 
to  the  developing  world  have  grown  by  122  percent  in  constant  dol- 
lars the  last  decade. 

But  export  markets  don't  emerge  out  of  thin  air.  To  participate 
in  trade,  nations  need  infrastructure,  and  social  stability,  and  a 
middle  class,  and  a  policy  environment  favorable  to  investment. 
This  is  where  development  assistance  comes  in.  Our  business  is 
creating  customers.  Our  mission  is  helping  poor  nations  become 
America's  trading  partners. 

We  have  to  create  enabling  environments  so  that  trade  and  in- 
vestment can  take  place.  That  environment  comprises  policies, 
laws,  institutions,  and  attitudes  that  enable  individuals  to  enter 
into  business,  to  conduct  trade  and  to  enjoy  the  fruits  of  their 
labor. 

The  second  objective  of  our  foreign  assistance  programs  is  to  ad- 
vance our  foreign  policy  goal  of  creating  a  more  stable  world.  That 
is  equally  critical  to  our  Nation's  long-term  interests.  Global  dis- 
order and  the  failure  of  nations  is  a  very  real  threat  to  us,  very 
possibly  the  strategic  threat  of  the  post-Cold  War  era. 

Poverty,  environmental  damage,  and  unsustainable  population 
growth  are  not  simply  problems  for  the  developing  world.  They  are 
problems  that  affect  the  United  States.  To  those  who  think  that  we 
can  turn  away  from  a  disorderly  world,  I  would  ask,  "What  will  we 
do  15  years  hence  when,  as  predicted,  more  air  pollution  comes 
from  outside  our  borders  than  from  within?  How  will  we  deal  with 
the  refugees,  now  in  the  millions,  who  are  fleeing  poverty  and  civil 
conflict.  How  will  we  wall  out  the  diseases,  such  as  AIDS  or  tuber- 
culosis, or  dengue,  or  a  dozen  others  that  are  gaining  a  foothold  in 
urban  slums  or  stagnant  pools  of  destroyed  rain  forests?" 

Mr.  Chairman,  this  budget  and  the  other  budgets  that  make  up 
the  150  account  should  be  considered  an  arsenal.  It  is  appropriate 
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that  I  am  here  today  with  a  general,  because  I  think  that  there  are 
many  types  of  arsenals.  It  should  be  an  arsenal  with  which  we  ad- 
dress geopolitical  problems  and  advance  our  economic  and  political 
interests.  But,  the  international  affairs  accounts  broadly  and 
USAID  specifically  have  been  cut  dramatically  in  the  last  decade. 
I  would  like  to  put  a  chart  up  now,  if  I  could,  to  show  exactly  what 
the  effect  of  that  cut  has  been. 

[Chart.] 

Since  1985,  the  International  Affairs  function  of  the  federal 
budget  has  been  cut  by  46.9  percent  in  real  terms.  In  contrast,  do- 
mestic functions  have  increased  by  23.2  percent  in  real  terms.  Ten 
years  ago,  the  150  account  absorbed  2.5  percent  of  the  federal 
budget.  Today,  the  request  that  is  before  you  for  the  150  account 
equals  1.2  percent  of  the  federal  budget. 

As  you  can  see  from  the  second  chart,  during  that  same  period 
of  time  USAID's  budget  has  been  reduced  by  nearly  a  half,  by  48.6 
percent  in  real  terms.  You  can  see  from  that  chart  the  amount  of 
money  that  is  available  for  both  development  and  disasters  in  the 
world.  But  I  would  suggest  that  the  chart  indicates  that  the  money 
not  spent  on  treating  the  conditions  that  are  creating  instability 
are  costing  the  American  taxpayer  in  other  budgets,  particularly  in 
the  military  budget,  but  also  in  terms  of  refugee  assistance,  in  food 
assistance,  in  disaster  relief.  In  1993,  we  spent  $4.5  billion  on 
peacekeeping.  That  is  more  than  the  previous  45  years  combined. 

We  should  be  thinking  about  the  budget  request  before  us  in 
terms  of  an  investment  in  the  future.  It  is  an  investment  in  eco- 
nomic opportunity  and  growth  for  our  own  economy.  Indeed,  if  we 
make  that  investment  and  we  are  able  to  add  just  one  percent  to 
the  projected  growth  over  the  next  5  years,  we  can  produce  $100 
billion  in  revenues  to  deal  with  the  deficit  problem.  I  also  suggest 
to  you  that  if  we  don't  treat  the  conditions  that  are  causing  insta- 
bility, then  we  are  going  to  have  much  higher  costs  in  terms  of  the 
problems  with  which  what  we  are  dealing. 

Mr.  Chairman,  I  look  forward  to  answering  all  of  your  questions 
about  the  budget  that  we  have  proposed  before.  I  would  end  there 
and  ask  that  the  statement  be  put  in  the  record. 

[The  prepared  statement  of  Mr.  Atwood  appears  in  the  appen- 
dix.] 

Chairman  Oilman.  Thank  you,  Mr.  Atwood.  I  just  have  a  few 
questions.  Then,  I  will  turn  to  my  colleagues. 

I  note  from  your  prepared  text  that  you  put  our  trade  interests 
ahead  of  foreign  policy  interests.  I  thought  our  foreign  policy  in- 
cluded trade,  but  also  had  concerns  such  as  nonproliferation, 
counter-narcotics.  Do  you  mean  to  put  trade  interests  ahead  of  our 
foreign  policy  interests? 

Mr.  Atwood.  No,  I  juxtaposed  the  two.  Unfortunately,  when  you 
read  down  a  page,  one  comes  before  the  other,  but  I  think  both  are 
equally  important  justifications  for  our  foreign  aid  budget:  that  we 
increase  the  economic  opportunities  that  we  have  by  creating  new 
markets,  while  at  the  same  time,  creating  a  more  stable  and  pros- 
perous world  which  will  deal  with  the  conditions  that  create  insta- 
bility. 

Chairman  GiLMAN.  We  have  had,  a  number  of  us  have  had  con- 
cern about  the  foreign  aid  term,  immediately  conjuring  up  grants 
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and  donations  to  other  nations.  Your  statement  with  regard  to  the 
importance  of  investment,  maybe  we  ought  to  call  it  U.S.  invest- 
ment overseas  rather  than  foreign  aid.  You  may  want  to  consider 
how  we  can  adopt  some  new  terminology. 

Mr.  Atwood.  Mr.  Chairman,  it  is  true,  the  term  foreign  aid  is 
not  popular.  I've  been  thinking,  what  term  could  we  use?  I  thought, 
perhaps,  social  security  since  that  seems  to  have  a  constituency  up 
here. 

Chairman  Oilman.  I  am  being  reminded  by  my  staff  that  it 
would  be  best  if  we  had  both  panelists  testify  before  we  proceed 
with  further  questions.  So,  I  will  ask,  at  this  point.  Lieutenant 
General  Rhame,  if  you  would  proceed. 

STATEMENT  OF  LIEUTENANT  GENERAL  THOMAS  G.  RHAME, 
DIRECTOR  OF  THE  DEFENSE  SECURITY  ASSISTANCE  AGENCY 

Lt.  General  Rhame.  Mr.  Chairman,  I  submitted  a  lengthy  state- 
ment, which  I  would  ask  you  to  place  in  the  record,  and  I  will  make 
some  brief  opening  remarks. 

Chairman  GiLMAN.  Without  objection,  please  proceed.  General. 

Lt.  General  Rhame.  Good  afternoon,  Mr.  Chairman,  and  mem- 
bers of  the  committee.  I  appreciate  the  opportunity  to  appear  be- 
fore you  today  to  present  the  Department  of  Defense  views  on  the 
administration's  proposed  1996  military  assistance  program. 

The  Defense  Security  Assistance  Agency  directs,  administers  and 
supervises  the  execution  of  U.S.  Government  military  assistance 
for  Defense  and  for  the  State  Department,  and  administers  for 
State  the  foreign  military  sales  program.  These  important  pro- 
grams include  foreign  military  sales,  foreign  military  financing, 
international  military  education  and  training,  or  IMET,  grant 
transfers  of  excess  defense  articles,  and  the  lease  of  defense  goods 
and  services  to  friends  and  allies  of  the  government. 

I  have  been  director  for  the  past  18  months  at  DSAA,  and  during 
this  time,  I  have  had  the  opportunity  to  travel  to  every  one  of  our 
major  regional  commands,  and  can  tell  you  without  reservation 
that  our  security  assistance  mission  continues  to  be  tremendously 
important  in  this  post-cold  war  era.  In  many  ways,  it  has  grown 
with  the  increased  involvement  of  the  Department  of  Defense  in  re- 
gional policy  issues  and  as  we  have  developed  our  coalition  defense 
strategy. 

While  our  overseas  presence  of  our  U.S.  military  personnel  con- 
tinues to  decline,  the  importance  of  our  U.S.  security  assistance 
personnel  overseas  in  representing  the  United  States'  interest  and 
commitment  has  continued  to  increase.  Our  legislative  program  for 
1996  supports  peacetime  engagement,  deterrence,  conflict  preven- 
tion, and  ultimately,  our  ability  to  fight  and  win  wars  for  the  Unit- 
ed States.  I  believe  our  1996  security  assistance  budget  request 
represents  the  minimum  amount  needed  to  maintain  and  expand 
our  U.S.  defense  presence  and  influence  around  the  globe. 

I  would  like  to  turn  my  comments  now  to  the  IMET  program  or 
International  Military  Education  and  Training.  We  at  Defense  be- 
lieve that  IMET  is  the  center  of  our  efforts  in  this  program.  I  be- 
lieve, and  I  know  that  our  regional  commanders  in  chief  strongly 
reinforce  this,  that  this  program  is  the  most  cost-effective  compo- 
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nent  of  military  assistance,  and  is  absolutely  essential  to  the  suc- 
cess of  our  regional  strategies. 

For  1996,  we  are  requesting  $39.7  million  for  IMET.  This  pro- 
gram will  provide  grant  military  education  and  training  for  over 
3,500  students  from  over  100  countries.  It  will  allow  foreign  stu- 
dents an  opportunity  to  enhance  their  defense  professionalism 
along  Western  lines,  strengthen  their  own  training  capabilities, 
and  provide  for  the  U.S.  access  and  influence  through  a  sector  of 
society  which  often  plays  a  critical  role  in  the  transition  to  and  the 
maintenance  of  democracy. 

Expanded  IMET,  this  program  comprises  courses  specifically 
structured  to  impart  to  the  foreign  students  defense  management 
concepts  and  American  values,  including  respect  for  democracy, 
human  rights,  military  justice,  and  a  construct  of  civilian  control 
of  the  military.  We  support  this  program. 

Since  1991,  we  have  started  28  new  IMET  programs  in  new  and 
emerging  democracies  around  the  world,  primarily  in  Central  Eu- 
rope and  the  newly  independent  states.  One-third  of  the  increase 
requested  this  year  is  for  these  countries  to  enable  us  to  follow 
through  on  our  investment  in  their  democratic  development  and 
real  imitation  toward  the  West.  We  will  also  maintain  our  support 
for  countries  important  to  the  Mideast  peace  process.  Finally,  we 
hope  to  restore  some  of  the  programs  in  Latin  America,  Africa  and 
Asia  which  were  devastated  by  the  funding  reductions  that  oc- 
curred in  1994. 

It  is  important  to  understand  that  our  1996  request  will  only  re- 
store the  program  closer  to,  but  still  below,  the  1993  funding  level 
despite  a  greater  number  of  recipients.  This  program,  we  believe  in 
Defense,  continues  to  be  funded  below  our  real  world  requirements. 
We  are  not  simply  returning  the  program  that  existed  before  1994. 
We  have  significantly  restructured  our  program  to  meet  contem- 
porary security  challenges  and  opportunities. 

Funding  in  this  program  has  shifted  toward  those  new  28  democ- 
racies. Compared  to  1993,  their  funding  in  1996  will  have  increased 
by  more  than  150  percent,  while  funding  in  our  traditional  pro- 
grams will  be  about  20  percent  lower.  Our  program  is  now  tightly 
focused  on  professional  military  education  and  expanded  IMET. 

To  maximize  the  number  of  students  we  can  influence  with  that 
constrained  budget,  we  have  eliminated  high  cost  instruction  such 
as  pilot  training  and  post-graduate  education.  Those  are  simply,  at 
this  time,  unafTordable.  To  the  extent  that  we  continue  to  fund 
technical  training,  we  emphasize  training  the  trainers  so  that  the 
countries  can  assume  more  direct  responsibility  for  their  equip- 
ment-oriented instruction. 

Finally,  we  cannot  purchase  the  same  amount  of  training  in  1996 
that  we  could  in  1993  given  roughly  the  same  amount  of  funding. 
This  is  not  just  because  of  inflation,  but  also  because  of  the  decline 
in  the  number  of  U.S.  students,  which  as  a  result  of  the  downsize 
in  U.S.  forces,  shifted  overhead  costs  to  all  students  who  attend 
these  schools. 

Mr.  Chairman,  I  cannot  emphasize  enough  the  importance  that 
the  Department  of  Defense  attaches  to  full  funding  of  our  Fiscal 
Year  1996  IMET  request.  Our  Ambassadors  posted  abroad  enthu- 
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siastically  support  this  program.  All  our  regional  CINC's  have  been 
verbal  and  strong  supporters  of  this  program. 

I  can  convey  to  you  without  reservation  that  the  Secretary  of  De- 
fense, the  Chairman  of  the  Joint  Staff,  the  Undersecretary  of  De- 
fense for  Policy,  and  our  Assistant  Secretary  for  International  Se- 
curity Affairs  strongly  support  me  when  T  say  to  you  we  would  ask 
you  to  authorize  our  full  request  of  $39.8  million  this  year. 

Our  1996  foreign  military  financing  grant  request  is  $3.35  bil- 
lion. The  countries  and  regional  programs  that  this  request  sup- 
ports are  highly  important.  But,  first,  I  would  like  to  turn  attention 
to  the  importance  of  a  small  line  in  this  budget  called  "General 
Costs  for  Administrative  Costs."  We  are  requesting  $24  million  this 
year.  These  funds  pay  the  administrative  costs  for  all  nonforeign 
military  service  security  assistance  activities,  such  as  IMET,  Grant 
EDA  transfers,  and  our  overseas  security  assistance  organization. 

Almost  half  of  the  operating  budgets  of  our  foreign-deployed 
SAO's  are  paid  with  these  funds.  These  officers  are  key  components 
of  our  military  forward  presence.  In  many  countries,  they  are  our 
only  military  presence.  They  represent  the  U.S.  commitment  to  se- 
curity cooperation  and  are  keys  to  the  development  and  effective 
management  of  our  security  assistance  program. 

This  budget  has  steadily  been  reduced  over  the  last  several 
years,  and  I  have  done  my  best  to  adjust  costs  accordingly.  Shortly 
after  becoming  director,  we  directed  unified  commands  to  eliminate 
153  positions  worldwide  by  1997.  We  are  one-third  there  by  the  end 
of  this  year,  1995.  This  is  one  of  the  recent  steps  in  the  process 
that  has  steadily  reduced  the  number  of  our  foreign  deployed  SAO 
personnel  since  1986. 

But  the  new  priority  for  both  the  administration  and  Congress 
have  accorded  to  our  defense  relationship  with  Central  Europe,  I 
have  spared  19  of  those  153  space  reductions  to  establish  an  SAO 
presence  throughout  that  region.  Mr.  Chairman,  it  is  more  impor- 
tant now  than  ever  that  the  full  defense  administrative  request  be 
funded. 

Mr.  Chairman,  our  foreign  military  financing  request  also  in- 
cludes major  programs  for  countries  in  the  Mideast,  Europe,  as 
well  as  important  efforts  in  the  Caribbean  and  Cambodia.  In  the 
Middle  East,  we  propose  to  continue  the  traditional  program  of  the 
Camp  David  countries,  and  are  asking  for  a  modest  increase,  but 
a  critical  $30  million  for  the  Kingdom  of  Jordan.  Jordan  has  taken 
a  bold  move  concluding  the  peace  agreement  with  Israel.  I  have 
personally  been  to  Jordan  and  have  seen  first  hand  how  severely 
their  military  has  suffered  as  a  result  of  budget  stringencies.  The 
FMF  we  are  requesting  is  necessary  for  Jordan's  ability  to  fashion 
a  small  border  security  force,  and  be  able  to  provide  the  support 
that  U.S.  equipment  previously  provided. 

Our  $85  million  request  for  Central  Europe  and  the  newly  inde- 
pendent states  will  fund  the  Warsaw  initiative.  Central  Europe  de- 
fense infrastructure  program,  and  the  Baltic  peacekeeping  battal- 
ion. The  administration  hopes  you  will  agree  with  the  importance 
of  deepening  our  defense  relationship  with  these  new  European  de- 
mocracies of  the  former  Soviet  Block.  Our  proposed  military  assist- 
ance program  represents  an  essential  investment  in  the  training 
and  equipment  that  these  countries  require  to  increase  their  de- 
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fense  cooperation  with  NATO.  These  programs  will  help  realize  the 
vision  of  NATO's  partnership  for  peace  to  establish  a  structure  for 
and  pattern  a  cooperation  that  will  enhance  the  security  of  all 
states  in  the  region,  and  prepare  some  for  eventual  NATO  member- 
ship. 

Our  request  for  Europe  also  includes  almost  $90  million  in  loan 
subsidies  to  support  FMF  loans  to  Turkey  and  Greece.  This  will  en- 
able us  to  fulfill  our  last  cash  flow  funding  commitment  to  Turkey's 
Peace  Onjrx  F-16  program  in  1996,  and  continue  the  requirement 
to  sustain  U.S.  equipment  already  fielded.  It  will  also  support 
Greece's  ongoing  modernization  efforts. 

Mr.  Chairman,  the  administration  also  has  formally  introduced 
a  number  of  military  assistance  authorization  initiatives  that  we 
would  like  to  see  supported.  These  initiatives  have  been  discussed 
informally  with  the  committee's  staff,  and  these  initiatives  will  im- 
prove the  way  we  implement  our  programs.  We  believe  they  would 
be  good  initiatives  in  this  program. 

Our  most  important  initiative,  however,  is  the  repeal  of  the  re- 
quirement to  recoup  nonrecurring  costs  on  foreign  military  sales  of 
major  defense  equipment.  These  charges  have  not  been  assessed  on 
new  direct  commercial  contracts  for  more  than  2  years.  These 
charges,  on  average,  add  5,  and  in  some  cases,  up  to  25  percent  to 
the  purchase  price  of  systems  procured  through  government  to  gov- 
ernment (or  FMS)  cases. 

Enactment  of  that  proposal  would  eliminate  the  distortion  in 
recoupment  policy  between  the  FMS  contractual  agreements  and 
direct  commercial  sales  agreements  for  major  defense  items.  We  be- 
lieve this  would  benefit  the  government  greatly.  It  would  benefit 
U.S.  industry,  and  we  believe  that,  for  responsible  arm  transfers, 
that  it  will  enhance  our  competitiveness  in  a  presently  very,  very 
tough  market.  The  repeal  would  have  no  impact  on  U.S.  conven- 
tional arm  transfer  policies.  They  are  completely  separate  inter- 
agency arm  sales  of  due  process.  The  repeal  would  simply  enhance 
the  ability  of  U.S.  firms  to  compete  for  foreign  sales  that  the  U.S. 
Government  is  prepared  to  approve.  Nor  would  the  repeals  con- 
stitute a  subsidy  for  arms  sales,  since  such  costs  represent  an  in- 
vestment we  make  in  our  own  forces,  irrespective  of  whether  the 
systems  are  exported  or  not. 

Mr.  Chairman,  I  would  ask  you  to  support  the  restoration  of  the 
common  policy  so  that  we  can  deal  with  parity  between  FMS  agree- 
ments and  direct  commercial  contracts. 

Mr.  Chairman,  I  believe  it  is  in  the  national  security  interest  of 
the  United  States  to  train  and  equip  friendly  foreign  defense  forces, 
and  to  otherwise  develop  their  defense  potential.  Such  military  as- 
sistance programs  help  achieve  U.S.  objectives  on  many  levels.  As 
U.S.  Armed  Forces  continue  to  downsize,  the  requirement  increases 
for  potential  coalition  operations  in  regions  of  conflict  and  tension. 
Military  assistance  programs  will  remain  very  critical. 

Thank  you,  sir.  I  look  forward  to  responding  to  your  committee's 
questions. 

[The  prepared  statement  of  Lieutenant  General  Rhame  appears 
in  the  appendix.] 

Chairman  GiLMAN.  Thank  you.  General  and  Brian.  Brian,  if  AID 
trimmed  its  missions  down  to  25  posts  abroad,  assuming  a  program 
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of  about  70  percent  of  the  size  of  the  current  one,  just  where  would 
you  be?  Can  you  provide  a  quick  analysis  of  this?  How  effective 
would  that  be? 

Mr.  Atwood.  I  am  sorry.  If  we  cut  our  program  by  25  missions 
abroad? 

Chairman  GiLMAN.  Seventy  percent,  if  you  cut  the  missions  down 
to  25  posts  abroad  and  about  70  percent  of  the  size  of  the  current 
one,  where  would  that  leave  you? 

Mr.  Atwood.  Where  would  we  put  those  missions?  Is  that  what 
you  are  asking,  Mr.  Chairman? 

Chairman  GiLMAN.  And  how  effective  would  your  agency  be  with 
that  kind  of  a  cut  back? 

Mr.  Atwood.  Mr.  Chairman,  this  is  the  kind  of  question  that  we 
weigh  very  carefully.  We  are,  of  course,  in  the  business  of  trying 
to  put  ourselves  out  of  work.  We  are  emphasizing  the  creation  of 
enabling  environments  in  some  of  these  countries  to  attract  trade 
and  investment  capital  flows  so  that  the  development  progress  can 
be  continued  after  we  leave.  In  announcing  the  closure  of  27  of  our 
full-fledged  sustainable  development  missions,  the  one  worry  that 
I  have  is  that  we  are  doing  this  too  precipitously  because  what  we 
could  lose,  of  course,  is  international  leadership  in  the  development 
field. 

In  the  case  of  the  countries  where  we  are  closing,  I  believe  we 
have  done  it  responsibly.  In  many  of  those  cases,  the  countries  are 
graduating  and  they  can  sustain  their  economic  growth  and  their 
political  development.  In  many  others,  it  is  because  they  simply  are 
not  good  development  partners.  But,  the  kind  of  reduction  that  you 
are  talking  about  could  put  us  on  a  scale  with  Norway  or  the  Neth- 
erlands. 

In  addition,  it  would  blind  the  international  development  effort. 
Some  $50  billion  a  year  is  put  into  development  assistance  now. 
Most  of  those  other  donors  and  The  World  Bank  depend  greatly  on 
the  USAID  field  missions  that  are  present  in  those  countries.  If  we 
take  field  missions  out  of  all  but  25  countries,  it  would  be  a  dimi- 
nution of  American  leadership,  and  the  development  effort  world- 
wide would  suffer. 

Chairman  GiLMAN.  Mr.  Atwood,  we  are  all  concerned  about  try- 
ing to  end  some  of  the  overlapping  and  waste  in  our  international 
affairs  agencies.  State  runs  some  development  programs  and  USIA 
runs  some  AID  programs.  I  understand  that  AID  is  running  USIA 
programs.  Specifically,  AID  has  its  own  radio,  New  World  Radio, 
broadcast  on  WUST  out  of  Falls  Church.  Can  you  tell  us  what  is 
being  done  to  try  to  eliminate  this  overlapping? 

Mr.  Atwood.  Yes,  Mr  Chairman.  Under  the  Vice  President's 
leadership  on  the  National  Performance  Review,  we  are  looking 
very  carefully  at  duplication  within  the  international  affairs  agen- 
cies. We  have  already  found  some  savings  in  the  administrative 
areas. 

Much  of  our  development  work  that  is  done  overseas,  particu- 
larly in  Eastern  Europe  and  the  former  Soviet  Union,  is  done  with 
a  combination  of  private  voluntary  organizations,  for-profit  contrac- 
tors, and  other  government  agencies,  if  they  have  the  expertise.  We 
make  judgments  on  a  case  by  case  basis  as  to  whether  or  not  it 
would  be  more  appropriate  for  USIA  to  work,  for  example,  with 
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journalists,  or  whether  it  should  be  a  private  contractor  of  some 
sort.  You  therefore  may  find  what  would  look  initially  as  anomalies 
in  the  program. 

Chairman  Oilman.  Mr.  Atwood,  we  have  also  been  impressed 
with  aid's  dedication  to  microenterprise  lending,  and  your  pro- 
gram last  year  was  highly  commendable.  I  understand  you  commit 
to  a  minimum  of  about  $140  million  microenterprise  lending,  with 
half  of  that  in  loans  of  up  to  $300  in  fiscal  year  1996.  Can  you  tell 
us  a  little  bit  about  the  progress  of  this  program? 

Mr.  Atwood.  Yes,  Mr.  Chairman,  that  is  a  very  exciting  pro- 
gram, and  in  this  very  room,  with  you  present,  we  announced  it. 
We  have  a  charter  which  is  signed  by  many  of  the  members  of  Con- 
gress that  supported  this  program.  It  is  designed  to  provide  lending 
capital  to  people  who  need  it  to  start  a  new  business.  I  think  this 
is  the  way  our  own  country  became  great — small  businesses  be- 
came medium-sized  businesses,  which  then  became  large  busi- 
nesses. 

This  is  exactly  what  we  are  trying  to  do.  We  have  done  it  very, 
very  successfully.  It  is  patterned  after  the  Grameen  Bank  experi- 
ence in  Bangladesh.  We  are  now  applying  it  even  in  our  own  coun- 
try. This  is  not  an  idea  that  came  from  me  or  USAID  in  this  par- 
ticular administration.  In  fact,  you  were  one  that  really  advanced 
this  idea  in  the  early  days. 

Chairman  Oilman.  Well,  we  are  pleased  you  are  making  some 
progress. 

Oeneral  Rhame,  the  administration  proposes  to  provide  IMET  to 
certain  countries,  such  as  Singapore  which  are  perfectly  capable  fi- 
nancially of  purchasing  military  training  from  our  own  nation.  In 
fact,  many  countries  such  as  Singapore  do  purchase  military  train- 
ing from  us,  if  I  am  not  mistaken.  If  a  country  receives  IMET  grant 
funds,  they  are  able  to  purchase  additional  military  training  at 
quite  a  discount.  To  be  specific,  for  example,  I  am  told  that  the  full 
cost  of  a  year  at  the  Army  War  College  under  FMS  is  about 
$110,000.  Because  of  the  $20,000  you  propose  we  give  Singapore, 
or  the  $15,000  you  propose  we  give  Finland,  they  become  eligible 
to  buy  as  many  years  in  training  as  they  desire  for  the  low  amount 
of  about  $18,000.  Is  it  not  true,  then,  that  we  are  providing  grant 
IMET  to  well-off  countries  such  as  Singapore  and  Finland  for  the 
purpose  of  allowing  or  inducing  them  to  buy  IMET  at  a  discount? 

Lt.  Oeneral  Rhame.  Mr.  Chairman,  the  receipt  of  those  IMET 
dollars  by  those  countries,  we  believe  is  of  vital  importance  to 
strengthen  our  military  cooperation.  We  believe  that  it  builds  a 
healthy  alliance  between  them  and  us.  You  are  absolutely  correct 
that  it  does  allow  those  countries  to  purchase  other  training  from 
us  at  a  lower  rate  than  a  normal  cash  producing  country  would  be. 

Chairman  GiL^WAN.  Does  that  come  about  as  a  result,  Oeneral,  of 
any  agreement,  implicit  or  explicit  agreement? 

Lt.  Oeneral  Rhame.  Sir,  we  do  not  have  an  explicit  agreement  to 
follow  that  procedure  with  that  foreign  government,  no,  sir. 

Chairman  OILMAN.  And,  Oeneral,  could  we  ask  you  to  provide 
our  committee,  with  respect  to  all  IMET  purchasers  with  ODP  over 
5,000  per  year,  the  discount  they  accrued  last  year  because  of  their 
status  as  an  IMET  recipient?  Could  you  provide  that? 
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Lt.  General  Rhame.  We'd  be  pleased  to  provide  that,  Mr.  Chair- 
man. 

Chairman  Oilman.  We  would  be  pleased  to  make  that  part  of  the 
record. 

Lt.  General  Rhame.  Yes,  sir. 

[The  information  follows:] 

The  total  discount  accrued  last  year  (FY94),  for  purchased  training,  by  those  coun- 
tries receiving  IMET  whose  per  capita  GDP  is  greater  than  $5,000  ^  was 
$15,097,276. 

The  total  discount  accrued  by  country  for  FY94  is  as  follows:  Argentina  $268,426; 
Austria  $38,583;  Bahrain  $2,399,135;  Finland  $18,380;  Greece  $2,056,232;  Republic 
of  Korea  $4,070,604;  Oman  $83,484;  Portugal  $12,600;  Singapore  $2,045,560  and 
Spain  $4,104,272. 

Chairman  Gilman.  I  understand  our  gentlelady  from  Georgia  has 
to  catch  a  plane,  and  I  would  be  pleased  to  recognize  her  at  this 
time. 

Ms.  McKlNNEY.  Thank  you,  Mr.  Chairman,  and  Mr.  Hamilton  for 
letting  me  have  some  time.  I  just  want  to  commend  Mr.  Atwood  for 
the  fine  job  that  he  is  doing  at  AID,  and  the  information  that  you 
have  provided  in  our  packet  is  excellent.  I  have  been  able  to  briefly 
go  through  it.  I  would  just  like  to  invite  you  to  hold  your  vendor, 
your  next  vendor  town  hall  meeting  in  Atlanta,  and  would  offer  all 
of  the  support  that  our  office  can  provide  to  make  sure  that  that 
happens  in  Atlanta. 

Mr.  Atwood.  Thank  you,  Ms.  McKinney.  I  am  told  we  are  al- 
ready planning  to  do  that.  We  are  trying  to  get  around  the  country 
to  make  sure  that  people  have  access  and  understand  how  they  can 
participate  with  us  in  our  program.  It  gives  me  the  opportunity  to 
point  out  that  79  percent  of  all  of  the  funds  that  we  spent  last  year 
were  spent  on  goods  and  services  purchased  right  here  in  the  Unit- 
ed States. 

Chairman  GiLMAN.  The  gentlelady's  time  has  expired.  Mr.  Bereu- 
ter? 

Mr.  Bereuter.  Thank  you,  Mr.  Chairman.  Gentlemen,  thank  you 
very  much  for  your  testimony.  General,  in  your  statement,  you  are 
mentioning  the  expanded  IMET  program  and  its  possibility  for  re- 
instatement in  Indonesia,  as  I  understand  it.  Right  now,  you  are 
prohibited  from  doing  that  by  statutory  provisions.  Is  that  correct? 

Lt.  General  Rhame.  Sir,  currently,  we  are  prohibited.  We  would 
ask  this  body  to  approve  us  beginning  IMET  again  in  Indonesia. 
We  would  like  to  focus  on  the  expanded  IMET  initiative  in  which 
we  could  take  efforts  to  promote  principles  of  democracy,  the  pre- 
vention of  abuse  of  human  rights,  and  those  activities  which  we 
stress  in  the  expanded  IMET  program,  yes,  sir. 

Mr.  Bereuter.  General,  I  would  like  to  have  your  best  argu- 
ments in  writing  so  that  I  could  support  an  effort  to  do  that. 

Lt.  General  Rhame.  Sir,  I  would  be  pleased  to  provide  that  for 
you. 

[The  information  follows:] 

Indonesia,  the  world's  fourth  largest  Muslim  population,  is  increasingly  important 
to  US  security,  political,  and  economic  interests.  It  is  increasingly  influential  region- 
ally, where  it  has  been  a  force  for  stability  and  globally,  given  its  leadership  role 
in  the  ASEAN,  APEC,  the  Non-Aligned  Movement  and  its  current  position  on  the 


1  Source:  Countries  identified  per  World  Bank  per  capita  GDP  calculations  for  1994. 
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UN  Security  Council.  It  is  in  the  US  national  interest  to  have  a  solid  defense  rela- 
tionship with  Indonesia. 

The  IMET  program  is  one  of  our  most  effective  tools  for  promoting  our  broad  secu- 
rity interests  and  our  human  rights  objectives  with  Indonesia. 

The  exposure  of  IMET  students  to  Western  values  and  the  role  of  a  professional 
military  institution  in  a  democracy  is  of  immeasurable  value.  In  Indonesia's  case, 
the  IMET  program  complements  the  many  ways  we  pursue  our  human  rights  agen- 
da with  the  Indonesian  government  and  military,  and  it  will  help  to  encourage  ef- 
forts underway  within  the  Indonesian  military  establishment  to  improve  profes- 
sionalism, accountability,  and  respect  for  human  rights. 

We  will  place  strong  emphasis  on  our  Expanded  IMET  programs,  which  are  de- 
signed to  address  issues  of  democracy,  human  rights,  civil-miUtary  relations  and  the 
concept  of  civilian  control  of  the  military. 

We  believe  that  our  engagement  with  the  Indonesian  military,  through  the  IMET 
program  and  other  military  activities,  enhances  rather  than  diminishes  U.S.  ability 
to  positively  influence  Indonesia's  human  rights  policies  and  behavior.  It  also  serves 
our  broader  security  objectives  in  the  region. 

As  we  continue  to  rationalize  and  economize  on  our  military  deployments  globally, 
military  cooperation  with  key  countries  such  as  Indonesia  becomes  an  ever  greater 
element  in  our  ability  to  project  power  and  influence.  Geographically,  Indonesia  sits 
on  key  sea  lanes  and  straits,  and  is  located  midway  between  Japan  and  the  Persian 
Gulf  Unimpaired  access  to  straits  and  repair  facilities  are  vital  to  our  power  projec- 
tion capability. 

Our  own  investments  are  considerable  and  growing,  the  Natuna  Liquified  Natural 
Gas  (LNG)  fields  and  Freeport  mining  project  being  two  instances  of  massive — bil- 
lions in  U.S.  investment — in  stationary,  high-cost,  and  ultimately,  vulnerable  facili- 
ties. These  high-value  investments  will  be  more  secure  in  the  context  of  a  U.S. -Indo- 
nesian defense  partnership,  and  in  the  Indonesian  defense  partnership,  and  in  the 
Indonesian  view,  IMET  is  a  key  building  block  of  that  partnership. 

IMET  has  a  reciprocal  side — by  receiving  an  allocation,  Indonesia  is  more  recep- 
tive to  exchange  programs  which  allow  us  to  send  our  officers  to  Indonesian  schools. 
Currently,  our  defense  attache  (DATT),  our  security  assistance  chief  and  our  incom- 
ing DATT  in  Kuala  Lumpur  are  graduates  of  ABRI's  (the  Indonesian  military's) 
staff  college,  and  several  other  officers  in  DoD  and  elsewhere  in  the  military  have 
had  this  unique  and  valuable  experience. 

IMET  brings  the  best  of  the  Indonesian  Officer  corps  to  the  U.S.  The  programs 
are  so  highly  valued  for  training — especially  those  in  professional  military  edu- 
cation— that  competition  is  stiff  and  only  top  performers  are  selected.  We  are  thus 
guaranteed  later  access  to  officers  destined  for  top  positions  in  ABRI.  The  top  three 
military  (CINC  Feisal  Tanjung,  Army  Chief  Hartono,  and  Chief  of  General  Staff 
Soeyono)  are  IMET  alumni,  as  well  as  the  chiefs  of  operations  and  procurement. 

Exposure  of  Indonesian  officers  to  IMET  ensures  that  the  recipients  know  that 
the  U.S.  is  genuinely  committed  to  the  principles  which  we  preach — human  rights, 
civilian  control  of  the  military,  good  government,  transparency,  etc.  This  comes  not 
only  through  course  curriculum,  but  also  through  the  experience  of  living  in  the  U.S. 
for  a  period  of  months  and  receiving  constant  examples  of  how  these  principles  are 
applied  in  American  society. 

In  the  Dili  incident  of  1991,  as  well  as  the  recent  round  of  East  Timor  troubles, 
none  of  the  officers  deemed  responsible  for  human  rights  violations  have  been  IMET 
graduates. 

IMET  is  seen  by  Indonesian  human  rights  activists  as  a  valuable  tool  in  improv- 
ing the  human  rights  performance  of  the  military. 

Mr.  Bereuter.  I  would  also  like  you  to  visit  or  have  a  contact 
with  Secretary  Perry  about  the  prospect  for  opening  up  IMET  for 
Pakistan. 

Lt.  General  Rhame.  Sir,  Mr.  Perry  would  support  that  initiative. 

Mr.  Bereuter.  Thank  you.  If  I  could  turn  to  the  Administrator, 
Mr.  Atwood,  I  want  to  express  my  interest  and  support,  too,  for  the 
program  that  the  Chairman  brought  up  already.  I  think  you  are 
calling  it  Enhanced  Credit  Authority.  Is  that  correct?  Or  'are  we 
talking  about  different  programs? 

Mr.  Atwood.  He  was,  I  think,  referring  to  the  microenterprise 
initiative,  Mr.  Bereuter.  The  Enhanced  Credit  Program  is  a  new 
program. 
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Mr.  Bereuter.  You  are  asking  for  $10  million  for  that  purpose? 

Mr.  Atwood.  That's  right.  We  are  requesting  $10  million  for  the 
subsidy  for  the  Enhanced  Credit  Program. 

Mr.  Bereuter.  Which  would  allow  your  mission  directors  to 
spend  $15  dollars  in  grant  funds  to  make  up  to  $100  in  loans  for 
loans  to  entrepreneurs? 

Mr.  Atwood.  That  is  the  microenterprise  program,  yes,  sir. 

[Additional  response  follows:] 

We  would  expect  most  of  the  funding  to  provide  loan  guarantees  rather  than  di- 
rect loans,  but  yes,  the  leverage  ratios  you  mention  are  probably  in  the  ballpark. 
Depending  on  the  situation,  credit  might  go  to  private  entrepreneurs  or  to  finance 
public  infrastructure  investment.  The  EGA  is  aimed  at  any  situation  where  there's 
a  credit-worthy  project  that  offers  real  developmental  benefits,  but  can't  get  funded 
because  of  some  gap  in  the  financial  markets.  In  principle,  we  would  like  to  see  all 
of  these  loans  repaid,  but  the  budget  rules  require  us  to  cover  the  risk  that  some 
will  not  be  repaid. 

Mr.  Bereuter.  This  would  be  the  first  time  that  you  have  re- 
quested this? 

Mr.  Atwood.  No,  we  had  other  credit  programs  in  the  past.  The 
Enhanced  Credit  Program  allows  us  another  funding  tool  to  pro- 
mote development. 

Mr.  Bereuter.  I  understand  that  the  administration  is  also  re- 
questing a  start  of  a  new  debt  buy-back  program  which  would  in- 
clude debt  for  nature,  debt  for  perhaps  development  swaps.  Is  this, 
itself,  a  new  program? 

Mr.  Atwood.  I  am  not  sure,  Mr.  Bereuter.  That  is  not  part  of  our 
program,  so  I  don't  know  that  I  know  the  answer  to  that.  I  would 
have  to  get  that  for  you  for  the  record.  I  am  sorry. 

Mr.  Bereuter.  If  it  is  a  Treasury  program,  it  probably  is  the 
case. 

Mr.  Atwood.  Yes. 

Mr.  Bereuter.  Will  there  be  a  relationship  with  your  agency? 
Will  recommendations  be  solicited  from  you  by  Treasury  for  appro- 
priate kinds  of  development  activities? 

Mr.  Atwood.  Yes,  absolutely.  Our  USAID  missions  will  be  very 
helpful  to  the  Treasury  Department  in  identifying  possibilities. 

Mr.  Bereuter.  Thank  you.  Finally,  Mr.  Atwood,  I  don't  know  if 
you  have  written  any  pieces  on  the  concept  of  moving  AID  to  a 
foundation  status.  If  you  have,  I  would  like  to  see  them.  If  not,  I 
would  like  to  encourage  you  to  write  such  pieces  for  wide  popular 
distribution. 

Mr.  Atwood.  Thank  you  very  much,  Mr.  Bereuter. 

Chairman  GiLMAN.  The  gentleman's  time  has  expired.  Mr.  Ham- 
ilton? 

Mr.  Hamilton.  Thank  you,  Mr.  Chairman.  Mr.  Atwood,  I  know 
you  have  worked  very  hard  this  year  in  making  reforms  in  AID, 
and  I  want  to  commend  you  for  that.  Of  course,  one  of  the  rec- 
ommendations in  the  Helm's  proposal  and  other  places,  is  we  just 
abolish  AID.  How  do  you  feel  about  that? 

Mr.  Atwood.  I  am  crying  in  my  beer,  Mr.  Hamilton,  which  is 
what  I  was  accused  of  doing  by  Senator  Helms.  I  feel  strongly 
about  it,  not  because  I  need  a  job,  but  because  I  think  a  major 
asset  of  our  country  would  be  lost.  I  believe  that  our  development 
professionals  are  the  best  in  the  world.  We  have  had  a  leadership 
role  ever  since  we  were  the  country  giving  all  of  the  development 
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assistance  in  1946.  We  now  are  only  giving  15  percent,  but  we  are 
leading  the  rest  of  the  world  to  care  about  the  issues  that  we  care 
about,  such  as  the  environment,  and  women's  role  in  development, 
and  the  like.  We  would  lose  a  major  asset  if  we  lost  USAID. 

Mr.  Hamilton.  Now,  there  is  also  talk  that  these  aid  programs 
are  going  to  get  a  pretty  hefty  cut,  20,  30  percent  are  the  figures 
floating  around.  I  don't  know  what  the  figures  will  turn  out  to  be, 
but  let's  suppose  you  had  a  20  to  30  percent  cut  in  your  budget, 
Mr.  Atwood,  and  in  your  program.  General.  Tell  me  the  impact  of 
that. 

Mr.  Atwood.  We  have  already  experienced  a  20  percent  cut  in 
the  last  two  years,  as  I  indicated  by  the  chart,  a  48.6  percent  cut 
since  1985  which  is  not  evenly  distributed  in  our  program  because 
of  the  countries  that  are  exempt  from  those  cuts.  Further  cuts 
would  devastate  us  in  the  developing  world  This  is  a  question. 
Some  have  raised  the  issue  of  whether  or  not  it  is  in  our  national 
interest  to  work  in  the  developing  world.  I  think  it  is  very  much 
so  because  of  the  threats  to  the  U.S.  that  I  indicated  in  my  opening 
statement. 

Mr.  Hamilton.  So,  if  you  save  Israel  and  you  save  Egypt,  and 
you  cut  across  all  the  other  accounts,  the  places  that  are  really 
going  to  be  hurt  are  where?  Africa? 

Mr.  Atwood.  And  Latin  America  and  Asia.  We  have  had  a  60 
percent  cut  in  ESF  in  Latin  America  in  the  last  3  years. 

Mr.  Hamilton.  Yes. 

Mr.  Atwood.  We  have  had  a  40  percent  cut  in  Asia. 

Mr.  Hamilton.  This  would  come  on  top  of  that.  This  would  come 
on  top  of  those  efforts. 

Mr.  Atwood.  That  would  come  right  on  top  of  that,  sir. 

Mr.  Hamilton.  What  about  you,  General?  What  happens  to  you? 

Lt.  General  Rhame.  Sir,  that  kind  of  a  cut,  given  that  you  protect 
the  Camp  David  countries,  is  a  major  hit  on  IMET,  which  is,  as  I 
said  in  my  statement,  is  very,  very  important  to  the  Department 
of  Defense.  It  is  our  single  most  important  program  in  this  appro- 
priation. 

Mr.  Hamilton.  So  IMET  would  be  very  seriously  impacted.  Is 
that  correct? 

Lt.  General  Rhame.  Yes,  sir.  Yes,  sir.  And  also,  sir,  the  Presi- 
dent's initiative 

Mr.  Hamilton.  By  which  you  mean  that  you  just  have  to  dis- 
continue it  in  a  number  of  countries.  Is  that  correct? 

Lt.  General  Rhame.  Sir,  that  kind  of  a  cut  would  keep  you  about 
where  you  are  right  now  today,  and  we'd  continue  the  status  quo 
today.  Another  thing,  Mr.  Hamilton 

Mr.  Hamilton.  Does  that  suggest  you  are  asking  for  a  20  to  30 
percent  increase  in  IMET? 

Lt.  General  Rhame.  Sir,  we  are  asking  for  $39.8  million,  which 
is  a  substantial  growth  over  what  we  had  issued. 

Mr.  Hamilton.  I  see. 

Lt.  General  Rhame.  As  you  know,  in  1994,  we  went  from  $42 
million  down  to  $25.  Sir,  what  we  are  trying  to  do  is  get  this  pro- 
gram back  at  a  reasonable  level  so  the  national  interest  of  the 
United  States  can  be  represented  with  these  foreign  government 
militaries. 
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Mr.  Hamilton.  Is  it  possible  for  you,  each  of  you,  to  give  me  a 
comparison  of  the  amount  of  money  you  spend  in  1995  versus  the 
amount  of  money  you  anticipate  spending  in  1996,  what  we  would 
call  budget  outlays? 

Lt.  General  Rhame.  Sir,  I  can  provide  that.  As  you  know,  in  my 
program,  we  immediately  obligate  $1.8  billion  of  Israel's  appropria- 
tion on  1  October,  the  day  it  is  appropriated.  That  is  an  immediate 
outlay  scoring.  Then,  we  have  very  low  outlay  rates  as  the  program 
unfolds.  Mr.  Hamilton,  I  can  give  you  our  best  estimate  of  how  that 
would  lay  out  on  $3.35  billion  if  the  full  amount  were  appropriated. 
I  can  provide  that. 

Mr.  Hamilton.  Why  don't  you  try  to  furnish  to  me  what  your  es- 
timates of  the  budget  outlays  would  be  in  1995  versus  1996  so  I 
can  get  some  idea  of  what  is  happening  here?  Now,  my  basic  view, 
looking  at  the  authorization  figures,  is  that  you  are  each  asking  for 
some  increase. 

Lt.  General  Rhame.  Yes,  sir,  we  are. 

Mr.  Hamilton.  Also  you,  Mr.  Atwood? 

Mr.  Atwood.  We  are  asking  for  some  increase  in  parts  of  the 
budget. 

Mr.  Hamilton.  I  am  talking  about  total  figures  now. 

Mr.  Atwood.  Total  figures,  yes,  there  are  a  few  million  dollars 
increase.  That's  right. 

Mr.  Hamilton.  Is  it  two  percent,  one  percent,  15  percent?  Do  you 
know  offhand? 

Mr.  Atwood.  I  would  say  it  is  no  more  than  2  or  3  percent. 

Mr.  Hamilton.  General,  in  your  case? 

Mr.  Atwood.  Sir,  I  would  have  to  do  the  math.  Actually,  the 
overall  request  for  USAID-managed  programs  for  1996  is  about  2 
percent  higher  than  the  1995  level,  due  to  the  needs  for  the  short- 
term  programs  in  Eastern  Europe  and  the  New  Independent 
States. 

Mr.  Hamilton.  Why  don't  you  get  the  figures  to  me  as  best  you 
can?  You  have  an  excellent  stafi".  They  can  work  the  numbers  very 
quickly,  I  am  sure. 

Just  one  other  question,  if  I  may,  Mr.  Chairman,  and  that  is, 
General,  I  wanted  to  ask  you  on  this  repeal  of  the  requirement  that 
DOD  recoup  the  nonrecurring  costs  on  foreign  sales 

Lt.  General  Rhame.  Yes,  sir. 

[The  information  follows:] 

Military  Assistance  Outlays 

The  table  presents  a  comparison  of  the  approved  FY  1995  military  assistance  pro- 
gram budget  authority  and  estimated  outlays  to  the  FY  1996  request  and  estimated 
outlays  in  that  fiscal  year.  We  have  requested  an  increase  of  $167  million  over  FY 
1995.  Estimated  FY  1996  outlays  are  less  than  FY  1995  because  outlays  from  prior 
year  programs  are  decreasing. 


(Dollars  in  millions) 

Fiscal  year  1995 

Fiscal  year  1996 

Approved  budget       Estimated  out- 
autfiority                    lays 

Requested  budg-       Estimated  out- 
et  auttionty                 lays 

IMET 25.5  258  398  39.5 

FMF  grant  3151.3  3606.2  3262  0  3442.8 
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(Dollars  in  millions] 

Fiscal  yeai 

■  1995 

Fiscal  year 

1996 

Approved  budget 
authority 

Estimated  out- 
lays 

Requested  budg- 
et auttionty 

Estirr 

lated  out- 
lays 

FMF  loan  subsidy 

47  9 

680 

89.9 

64  3 

Total  

32247 

3700.0 

3391.7 

3546.6 

Mr.  Hamilton.  How  much  does  that  cost  the  government? 

Lt.  General  Rhame.  Sir,  the  outlay  in  1995,  we  will  reimburse 
the  government  $181  million.  If  you  adopted  this  proposal,  the 
number  is  $45  million  in  1998  and  $70  million  in  1999.  Because 
the  nonrecurring  costs  would  only  apply  to  new  cases  which  we 
sign  effective  the  date  that  you  would  authorize  such  legislation  to 
be  in  effect,  it  would  not  be  retroactive  elimination.  Sir,  the  outlays 
in  1995,  we  will  reimburse  the  Treasury  $181  million.  We  have  the 
number  somewhere  here,  if  I  can  find  it. 

Mr.  Hamilton.  I  am  a  little  confused  here.  I  have  a  CBO  chart 
that  indicates  it  is  about  a  $184  million  cost  to  the  Federal  Govern- 
ment. Is  that  a  correct  figure? 

Lt.  General  Rhame.  Sir,  for  1994,  not  1995,  the  actual  reimburse- 
ment to  the  U.S.  Treasury  was  $181  million.  If  this  were  done,  the 
reimbursement  to  the  Treasury  in  1998  would  be  $25  million,  in 
1999  would  be  $48  million,  in  the  year  2000  would  be  $70  million 
for  new  cases. 

Mr.  Hamilton.  So  the  loss  is  what? 

Lt.  General  Rhame.  Sir,  the  loss  is  about  $180  million  a  year  in 
the  long  run. 

Mr.  Hamilton.  That  is  what  I  was  after. 

Chairman  GiLMAN.  The  gentleman's  time  has  expired. 

Mr.  Hamilton.  Thank  you. 

Chairman  GiLMAN.  Mr.  Smith. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman.  I  want  to  wel- 
come our  two  distinguished  witnesses.  Mr.  Atwood,  I  am  trying  to 
understand  which  funds  within  AID  can  be  drawn  down  for  emer- 
gency relief  purposes.  I  have  been  led  to  understand  that,  as  a  re- 
sult of  emergencies  in  places  like  Rwanda  and  elsewhere,  that  up- 
wards of  a  third  of  the  child  survival  fund  has  been  drawn  down 
on,  but  other  accounts,  and  again,  I  am  asking  for  a  clarification 
on  this,  like  population  control,  and  perhaps,  some  other  accounts 
in  the  AID  budget,  were  not  drawn  down.  Is  that  accurate?  I  heard 
that  from  one  of  your  own  people  this  week  during  a  briefing  on 
tropical  illnesses,  and  you  know,  if  you  can  answer  that  question. 

Mr.  Atwood.  Let  me  try.  Last  year,  we,  of  course,  had  a  reduced 
budget.  We  agreed  that  we  would  in  fiscal  year  1994,  do  $236  mil- 
lion of  child  survival  activities. 

Mr.  Smith.  It  was  $280,  if  I  am  not  mistaken. 

Mr.  Atwood.  For  fiscal  year  1995  the  directive  was  $280  million. 
The  question  became,  in  our  negotiations  with  members  here,  how, 
given  our  reduced  budget,  would  we  actually  pay  for  that?  It  was 
agreed  in  discussions  with  the  then  Congress  that  we  would  be 
able  to  attribute  some  of  our  International  Assistance  Disaster 
funds,  which  do  actually  go  to  saving  children,  to  that  particular 
directive.  We  aren't  drawing  down  child  survival  funds  in  order  to 
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pay  for  disaster  relief.  It  was  simply  how  we  agreed  to  attribute  the 
$280  million  directive. 

Mr.  Smith.  But,  would  it  be  fair  to  assume  that  there  was  some 
child  survival  programs  that  could  have  been  funded  that  might 
have  been  planned  in  advance,  like  request  for  immunizations  or 
rehydration?  I  mean,  when  you  realize,  as  you  know  so  well,  that 
1  million  kids  are  dying  in  Africa  alone  from  Malaria,  and  we  have 
paid  far  too  little  attention  to  that  crisis,  which  is  on  the  increase, 
T.B.,  as  you  know,  is  exploding,  you  know,  when  you  have  infec- 
tious diseases  proliferating  at  the  rate  they  are,  and  money,  say, 
in  the  population  account,  does  not  get  touched,  it  raises  questions 
in  this  member's  mind,  particularly  in  the  position  that  I  am  in 
now,  in  terms  of  priority,  misplaced  priorities,  as  I  would  respect- 
fully submit,  when  those  diseases  are  not  accurately  addressed. 

Mr.  Atwood.  I  do  think  that  you  have  put  your  finger  on  a  very 
serious  problem.  The  question  is  whether  we  have  adequate  re- 
sources to  take  care  of  those  children.  A  lot  of  those  children,  of 
course,  are  the  sons  and  daughters  of  refugees.  They  are  refugees 
themselves.  They  need  to  be  fed.  They  need  to  be  cared  for. 

I  would  make  one  point.  You  may  not  agree  with  this,  but,  the 
UNICEF  report  of  this  year  did,  and  that  is  that  if  we  can  do  sen- 
sible family  planning  programs,  and  we  can  help  people  to  avoid 
unwanted  pregnancies  with  means  other  than  the  use  of  abortion, 
then  those  children  that  survive  will  have  better  access  to  health 
care,  better  access  to  education,  and  have  a  better  chance  of  mak- 
ing it  in  life.  So,  I  see  a  relationship  between  the  population  fund 
and  child  survival  as  UNICEF  said,  family  planning  is  important 
for  child  health  and  survival. 

Mr.  Smith.  I  know  that  you  do.  Again,  when  the  need  is  so  over- 
whelming at  the  other  end,  the  disproportionate  share  that  is 
spent,  and  the  only  thing  that  is  actually  increasing  turns  out  to 
be  population,  it  raises  questions. 

Very  quickly,  this  week,  we  had  a  meeting  of  the  Helsinki  Com- 
mission, which  I  chair,  on  the  situation  in  Georgia.  The  Georgian 
ambassador  to  the  U.S.  testified.  We  also  heard  from  the  head  of 
the  U.S.  Georgia  Foundation,  Dr.  Gudova,  who  said  that,  in  his 
view,  the  AID  projects  are  not  doing  very  well.  As  a  matter  of  fact, 
to  quote  him  directly,  he  said  that  "They  are  wrongly-targeted, 
poorly  distributed,  and  inefficiently  managed,"  and  pointed  out  that 
groups  like  his  own  are  not  adequately  brought  into  the  equation 
when  devising  those  programs.  Do  you  have  any  information  on  the 
Georgia  situation,  and  how  it  might  be  improved,  and  whether  or 
not  our  humanitarian  assistance  is  getting  to  its  intended  recipi- 
ents? 

Mr.  Atwood.  Mr.  Smith,  I  am  very  interested  to  hear  that,  and 
I  certainly  would  like  to  talk  to  him  about  the  specifics.  I  am  not 
sure  to  what  he  is  referring,  but  I  would  say  this.  Up  until  very 
recently,  our  program  in  Georgia  has  been  primarily  a  humani- 
tarian food  assistance  program.  We  just  started  some  other  small 
programs  there.  It  is  a  very  difficult  environment  in  which  to  work. 
We  don't  even  have  a  USAID  representative  there — the  person  cov- 
ers Georgia  out  of  Armenia.  It  is  extraordinarily  difficult  to  know 
whether  the  program  is  being  targeted  properly  without  a  rep- 
resentative on  the  ground.  I  think  we  have  a  personal  services  con- 
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tractor  there  working  with  us.  But,  I  certainly  will  inquire  on  the 
basis  of  your- 

Mr.  Smith.  I  would  like  to  work  with  you  on  that.  I  think  we  can 
work  together  and  bring  some  of  these  people  into  it. 

Chairman  Oilman.  The  gentleman's  time  has  expired.  Mr. 
Menendez. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman.  I  want  to  congratu- 
late both  of  the  gentlemen  for  their  very  excellent  testimony.  I  have 
worked  with  Mr.  Atwood  quite  a  bit,  and  I  want  to  commend  him 
and  the  members  of  his  agency.  They  are  always  responsive.  I 
think  they  are  among  the  best  people  that  we  have  in  the  context 
of  our  work  in  diplomacy,  certainly,  and  in  development. 

I  want  to  pick  up  on  an  answer  to  a  question  that  was  elicited 
by  Mr.  Hamilton  when  he  said  what  the  potential  effects  of  these 
cuts  would  be.  You  mentioned  how  already,  before  these  cuts  were 
taken,  60  percent  of  the  ESF  cuts  have  happened  to  Latin  America. 
Now,  every  day  in  our  geographical  location  in  this  hemisphere  de- 
fines our  lives  as  Americans.  Every  day  what  occurs  in  this  hemi- 
sphere has  a  very  direct  impact  upon  our  cities,  our  neighborhoods, 
our  environment,  our  economy,  and  yet,  our  foreign  policy  doesn't 
seem  to  follow  suit  in  recognition  of  those  facts,  which  is  why  last 
Congress,  some  of  us,  and  myself  included,  moved  to  create  a  Latin 
American  Development  Fund  because  I  know  what  is  going  to  hap- 
pen. I  know  what  is  going  to  happen  if  we  have  these  cuts.  We  are 
going  to  go  right  to  places  like  Latin  America,  and  we  are  going 
to  cut  the  living  daylights  out  of  it,  what  is  left  to  cut. 

And  yet,  let's  cite  three  examples,  I  can  cite  many  more,  but 
within  the  time  period  I  have,  which  affects  America,  every  person 
in  this  country  on  a  daily  basis:  drugs,  immigration,  the  environ- 
ment, not  to  mention  the  economy.  Let's  just  talk  about  those  three 
for  a  moment,  and  I  want  to  explore  this  with  you,  Mr.  Adminis- 
trator. Would  you,  in  your  long  experience,  say  that  it  is  fair  to  say 
that  if  someone  has  in  their  own  country  peace  and  the  opportunity 
for  economic  prosperity  that  they  will,  more  likely  than  not,  stay 
in  their  country? 

Mr.  Atwood.  There  is  no  question,  Mr.  Menendez.  That's  right. 

Mr.  Menendez.  Is  it  fair  to  say  that  if,  in  fact,  we  want  hectares 
of  farm  lands  that  are  presently  used  to  grow  such  as  cocaine, 
which  we  want  to  see  eradicated,  but  we  need  to  replace  that  with 
another  crop  that  will  earn  for  the  peasants  in  those  countries  the 
opportunity  to  go  ahead  and  make  a  living,  is  that  fair  to  say? 

Mr.  Atwood.  That  is  absolutely  fair  to  say,  but  it  goes  beyond 
agriculture.  If  they  can  make  a  living  in  some  other  way  in  a  grow- 
ing economy,  then,  they  would  be  less  likely  to  take  up  the  drug 
business. 

Mr.  Menendez.  Is  it  fair  to  say  that  what  happens  in  the  rain 
forest  and  the  Amazon  Basin  is  going  to  dramatically  affect  our  en- 
vironment here  in  the  United  States? 

Mr.  Atwood.  I  think  it  already  is,  Mr.  Menendez. 

Mr.  Menendez.  So,  if  we  look  at  those  issues,  the  fact  of  the  mat- 
ter is  that  we  know  that  90  percent  of  the  cocaine  imported  in  this 
country  comes  from  two  valleys  in  two  countries  in  Latin  America, 
and  the  chairman  has  expressed  a  great  interest  on  this  issue.  We 
know,  we  know  that,  in  fact,  we  know  that  there  is  a  great  xeno- 
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phobia  here  in  Congress.  We  are  even  wilHng  to  strip  the  rights  of 
permanent  residents  of  the  United  States,  those  who  came  here  le- 
gally like  my  mother,  who  lived  by  the  rules,  worked,  paid  taxes, 
and  now,  are  stripped,  under  the  majority's  proposals,  of  all  of  their 
rights,  even  though  they  take  the  oath  of  citizenship  as  the  next 
step.  They  will  be  opened  to  all  of  those  rights,  notwithstanding 
that  they  may  not  be  paying  taxes,  may  not  be  working,  and  may 
not  be  contributing.  I  wonder  about  the  policy  that  we  send  the 
message  out  on  immigration  issues.  What  type  of  message  are  we 
sending  there? 

So,  if  we  want,  and  we  particularly  seem  to  be  concerned  about 
those  to  our  southern  border  coming  in,  and  I  agree.  We  want  to 
control  legal  immigration.  But,  we  also  must  recognize  the  realities 
of  the  economic  push  and  pull  that  we,  ourselves,  are  part  of  creat- 
ing. 

Lastly,  if  we  see,  as  the  President  of  Costa  Rica  has  suggested, 
about  looking  at  environmental  credits  for  trying  to  preserve  the 
rain  forest  and  other  provisions  so  that  we  will  not  have,  as  you 
have  suggested,  the  environmental  consequences  from  outside  of 
our  borders  being  the  majority  of  our  environmental  problems  with- 
in the  borders  of  the  United  States,  that  is,  that  is  the  reason  for 
your  existence.  Is  it  not? 

Mr.  Atwood.  Yes,  Mr.  Menendez.  I  would  make  one  more  point. 
The  United  States  spends  $150  billion  on  environmental  protection 
to  protect  ourselves  against  emissions  that  are  generated  inside  our 
borders.  USAID  spends  approximately  $600  million,  as  proposed  in 
this  budget,  to  try  to  guard  against  things  like  greenhouse  gases, 
which  could  cause  global  warming,  and  other  environmental  dan- 
gers outside  our  borders.  Our  borders  don't  protect  us  from  this 
kind  of  environmental  problem. 

Mr.  Menendez.  Lastly,  Mr.  Chairman,  let  me  just  say  that  we 
are  concerned  about  immigration.  We  are  concerned  about  drugs. 
We  are  concerned  about  the  environment.  We  look  toward  Latin 
America,  as  you  described  in  your  statement,  as  one  of  the  develop- 
ing economies.  But,  the  fact  of  the  matter  is,  we  look  at  it,  and  we 
spend  maybe  $500  million.  We  spent  $2  billion  in  the  last  decade 
to  fight  wars,  primarily  in  Central  America,  and  yet,  we  are  not 
ready  to  take  advantage  to  finally  have  the  seeds  of  democracy  and 
the  efforts  for  a  lasting  peace  to  go  ahead  and  take  root  in  Latin 
America. 

So,  I  hope  that  when  we  look  at  our  own  national  interests,  not 
our  Latin  American  neighbors,  but  our  own  national  interests  on 
these  and  a  whole  host  of  other  issues,  that  we  have  to  remember 
that  if  we  are  going  to  do  deal  with  finite  resources,  let's  truly  then 
go  ahead  and  deal  with  it  in  our  best  national  interest,  and  that 
means  recognizing  the  relationship  between  us  and  our  hemi- 
sphere. Thank  you. 

Chairman  GiLMAN.  The  gentleman's  time  has  expired.  Mr. 
Brownback. 

Mr.  Brownback.  Thank  you,  Mr.  Chairman,  and  thank  you,  gen- 
tlemen, for  coming  in  front  of  us  today.  We  have  been  urged  by  a 
couple  of  former  Secretaries  of  State  to  eliminate  the  Department 
of  AID,  Agency  for  International  Development.  Secretary  Baker 
was  sitting  right  in  that  chair  and  suggested  that.  I  am  presuming 
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you  disagree  with  that,  Mr.  Atwood.  Could  you  give  me  succinctly 
your  best  two  points  why  not  to  put  those  functions  back  together? 

Mr.  Atwood.  Mr.  Brownback,  one  has  to  look  at  it  in  terms  of 
what  would  be  gained  by  doing  it  and  what  would  be  lost.  What 
would  be  gained  is  virtually  nothing,  in  my  opinion,  because  I  al- 
ready work  for  the  Secretary  of  State.  I  operate  under  his  foreign 
policy  guidance.  I  think  our  agency  is  responsive  to  the  foreign  pol- 
icy needs  of  our  country,  one  of  which  is  the  long  term  development 
mission,  of  course. 

What  would  be  lost  would  be  the  ability  of  our  agency  to  deal 
with  other  donors  on  an  equal  basis.  Our  mission,  development, 
would  be  competing  with  a  mission  that  is  essentially  different,  al- 
though equally  important,  which  is  good  relations  with  other  coun- 
tries. 

I  have  managed,  because  of  the  status  that  I  have  as  the  Admin- 
istrator of  USAID,  to  announce  that  we  are  getting  out  of  27  coun- 
tries. It  is  the  State  Department's  orientation  that  we  should  have 
good  relations  with  all  of  those  countries.  I  can  tell  you  that  in  the 
case  of  those  27,  we  had  to  fight  every  one  of  the  Ambassadors  and 
regional  bureaus  of  the  State  Department  in  order  to  make  that 
happen.  But,  because  I  had  status,  we  were  able  to  get  out  of  those 
countries. 

We  are  able  to  reduce  responsibly,  our  foreign  aid  budget,  which 
is  what  I  think  people  here  want  us  to  do.  I  think  we  can  do  more 
with  less  by  promoting  an  Agency  that  is  managed  well  and  has 
managed  to  do  a  particular  function.  It's  the  old  story  of  Sears  and 
Roebuck.  They  wanted  to  combine  everything,  financial  services, 
real  estate,  their  retail  business,  their  automotive  business.  They 
ended  up  going  bankrupt.  In  this  particular  case,  I  don't  want  to 
see  our  foreign  policy  going  bankrupt  because  there  is  nothing  to 
be  gained.  I  already  work  for  the  Secretary  of  State. 

Mr.  Brownback.  I  guess  Secretary  Baker  maybe  didn't  think  you 
did  work  for  him.  I  know  you  didn't  work  for  him  particularly.  I 
might  suggest  that  maybe  it  is  the  story  of  Eastman  Kodak  rather 
than  Sears  and  Roebuck,  who  got  out  of  functions  that  weren't  core 
to  it  to  maintain  and  to  grow  the  company. 

General,  let  me  ask  you  briefly,  and  I  am  new  at  this,  on  your 
military  training,  the  U.S.  military  training  is  the  best  in  the 
world,  is  it  not? 

Lt.  General  Rhame.  Sir,  it  is  absolutely  second  to  nobody. 

Mr.  Brownback.  I  have  two  military  installations  in  my  district. 
These  guys,  I  think,  are  very,  very  well  trained.  Do  people  come  in 
and  train  at  the  United  States  military  installations  and  pay  full 
freight?  Some  do,  do  they  not? 

Lt.  General  Rhame.  Sir,  we,  for  every  dollar 

Mr.  Brownback.  The  best  in  the  world,  the  Harvard  military 
training? 

Lt.  General  Rhame.  Sir,  we  sell  a  lot  more  training  through  FMS 
to  foreign  governments  than  we  give  in  grant  IMET,  yes,  sir.  It  is 
about  three  to  one. 

Mr.  Brownback.  Do  you  charge  full  freight  for  other  people  com- 
ing in  that  can  pay  full? 
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Lt.  General  Rhame.  Sir,  we  do.  As  an  example,  the  oil  producing 
states  in  the  Gulf,  they  pay  a  full  cash  rate,  which  is  the  most  ex- 
pensive rate,  to  subscribe  to  our  training. 

Mr.  Brownback.  Covering  all  costs? 

Lt.  General  Rhame.  Sir,  it  covers  all  costs. 

Mr.  Brownback.  And  they  gladly  pay  that? 

Lt.  General  Rhame.  Sir,  so  far,  to  date,  they  have,  but  they  are 
beginning  to  be  concerned  about  the  cost,  particularly  of  pilot  train- 
ing, as  an  example. 

Mr.  Brownback.  Would  they  go  somewhere  else  for  that  pilot 
training? 

Lt.  General  Rhame.  Sir,  I  do  not  believe  so.  If  they  are  flying  a 
U.S.  platform,  sir,  our  Air  Force  is  absolutely  the  best  in  the  world 
at  training  people  to  operate  our  aircraft. 

Mr.  Brownback.  So  we  have  a  captive  market? 

Lt.  General  Rhame.  Sir,  we  do.  On  our  air  frames,  yes,  sir. 

Mr.  Brownback.  We  could  charge  more.  [Laughter.] 

Lt.  General  Rhame.  Sir,  you  could  always  charge  more,  but  there 
is  a  point  where  when  resources  become  involved,  they  will  train 
less  people.  That  is  what  you  are  experiencing  today. 

Mr.  Brownback.  But  resources  is  what  we  are  talking  about  be- 
cause we  are  broke.  We  are  five  trillion  dollars  in  the  hole  here. 

Lt.  General  Rhame.  Yes,  sir. 

Mr.  Brownback.  What  I  am  wondering  about,  is  there  a  way 
that  we  could  charge  those  who  could  pay  full  freight  more  to  be 
able  to  subsidize  the  costs  for  some  of  these  others  in  the  system 
so  that  we  do  not  have  to  bear  that  burden  as  much  because  this 
is  just  as  much  in  the  security  interest  of  the  oil  producing  states 
to  have  global  security  as  it  is  for  us.  We  could  burden  share  the 
training. 

Lt.  General  Rhame.  I  think  to  charge  more  than  what  we  are 
doing  under  our  cost  right  now  would  be  unfair.  I  really  do  believe 
that. 

Mr.  Brownback.  Is  it  unfair  to  American  citizens  for  them  to 
carry  the  whole  burden? 

Lt.  General  Rhame.  Sir,  the  citizens  are  carrying  the  burden  on 
the  IMET  and  the  Department  of  Defense  is  supporting  it,  and  the 
Defense  Department  would  not  want  to  change  the  costing  rules 
that  we  use  in  pricing  our  training. 

Mr.  Brownback.  I  understand.  Thank  you  very  much. 

Lt.  General  Rhame.  Yes,  sir. 

Chairman  GiLMAN.  The  gentleman's  time  has  expired.  Mr.  Ber- 
man? 

Mr.  Berman.  Mr.  Chairman,  thank  you.  Just  Mr.  Brownback's 
point,  a  question  to  you  regarding  some  points.  I  will  just  make  a 
few  of  my  own  gratuitous  comments  on  the  subject.  One  is,  I  can 
understand  why  Secretary  Baker  would  have  wanted  to  eliminate 
AID,  given  the  experience  of  AID  under  Secretary  Baker.  In  con- 
trast with  his  own  very  active  and  very  effective  foreign  policy  in 
many  areas,  AID  was  pretty  lame  at  the  top  during  that  adminis- 
tration. Sort  of  in  the  fashion  that  no  good  deed  deserves  to  go 
unpunished,  the  notion  that  some  of  that  earlier  feeling  is  now 
going  to  come  down  on  the  AID  that  you  have  managed,  and  re- 
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formed,  and  motivated,  like  it  has  not  been  done  in  years  is  some- 
what ironic,  to  say  the  least. 

But,  there  is  also  an  additional  reason,  I  think,  which  you  prob- 
ably tactfully  can't  comment  on  too  much.  That  is,  in  terms  of  de- 
velopment assistance  to  specific  countries,  if  it  is  going  through  the 
State  Department,  it  is  going  to  be  very  tough  to  do  it  in  any  way 
other  than  the  recipient  government.  You  are  going  to  have  desk 
officers,  and  ambassadors,  and  the  government  is  going  to  want  it 
that  way.  They  are  going  to  want  the  money  in  their  pocket.  God 
knows  where  it  is  going  to  end  up.  Your  distance,  your  independ- 
ence, it  is  not  quite  totally  independent,  and  as  you  say,  you  report 
to  the  Secretary,  but  your  distance  gives  you  an  ability  to  insulate 
yourself  a  little  bit  from  that  particular  pressure.  I  would  expect 
that  if  they  collapse  the  idea,  and  just  fold  this  into  a  typical  mis- 
sion in  the  country,  that  the  effectiveness  of  the  program  will  dete- 
riorate tremendously  as  a  result  of  that. 

Mr.  Atwood.  Mr.  Berman,  may  I  just  comment  on  that  point? 

Mr.  Berman.  Sure. 

Mr.  Atwood.  I  believe  that  organizations  have  a  certain  nature 
about  them,  based  on  their  mission.  I  believe,  for  example,  that  the 
nature  of  business  people  is  to  make  a  profit.  I  don't  consider  that 
to  be  evil,  or  good,  or  whatever.  That  is  just  their  nature.  It  is  the 
nature  of  the  State  Department  to  want  to  have  good  diplomatic  re- 
lations with  other  countries.  It  is  the  nature  of  USAID  to  want  to 
achieve  sustainable  development.  I  think  those  are  not  incompat- 
ible missions,  but  I  do  think  they  are  better  done  by  remaining  sep- 
arate. 

Mr.  Berman.  I  agree.  General,  I  wanted  to  ask  you.  First  of  all, 
when  you  talk  about  a  five  billion  dollar  international  security  as- 
sistance program,  you  are  counting  all  of  the  ESF  money  as  secu- 
rity money.  Is  that  an  appropriate  way  to  characterize  it? 

Lt.  General  Rhame.  No,  sir.  The  request  this  year  is  $3.35.  If  I 
said  five  billion  dollars,  I  was  in  error. 

Mr.  Berman.  It  was  in  the  chart  that  somebody  gave  me.  It  says 
five.  The  chart  says,  "International  Security  Assistance,  $5.3  bil- 
lion." Then,  the  first  item  is  economic  support  fund.  I  don't  consider 
that,  in  some  sense,  it  is  really  a  lion's  money  or  governmental  re- 
lations. It  is  not  military  assistance  directly  to  a  country. 

Lt.  General  Rhame.  Sir,  it  is  not  military  assistance.  It  is  not  in 
the  charter  that  the  State  Department  asked  me  to  administer  for 
them. 

Mr.  Berman.  In  fact,  in  some  cases  like,  as  I  think  to  Egypt,  a 
lot  of  it  is  programmatic  money  going  for  infrastructure  and  some 
things  which  are  not  so  different  than  development  assistance. 

Lt.  General  Rhame.  That  is  correct,  sir. 

Mr.  Berman.  So,  basically,  we  are  now  at  the  point  in  military 
assistance,  when  you  get  past  your  3.3,  Israel  is  1.8;  Egypt  is  what? 
1.? 

Lt.  General  Rhame.  1.3,  sir,  total  Camp  David  is  3.1. 

Mr.  Berman.  We  are  talking  about  the  rest  of  military  assistance 
is  $200  million? 

Lt.  General  Rhame.  Yes,  sir. 

Mr.  Berman.  That  is  a  big  change  from  10  years  ago. 
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Lt.  General  Rhame.  It  is  a  major  dramatic  change,  and  that  is 
the  reason  I  am  asking  this  committee  to  get  IMET  back  to  where 
it  needs  to  be. 

Mr.  Berman.  But  that  is  not  a  weapons  providing  program.  That 
is  a  mihtary  training. 

Lt.  General  Rhame.  Sir,  IMET  is  a  professional  military  edu- 
cation and  development  program  done  here  in  the  United  States  for 
foreign  governments. 

Mr.  Berman.  I  think  there  are  some  arguments  for  entertaining 
that  suggestion,  but — so,  now,  when  we  talk  about  deficit  reduc- 
tion, the  inability  of  the  U.S.  Government  to  apportion  its  overhead 
costs  for  the  procurement  of  weapons  for  its  own  military,  well,  as 
I  understand  right  now  the  situation,  you  are  able  to  do  that  for 
military  sales.  A  contractor  makes  a  sale  to  a  third  party  of  an 
item  that  was  developed  for  the  U.S.  Government. 

Lt.  General  Rhame.  Done  under  the  foreign  military  sales  proce- 
dure in  a  government  to  government  contract.  The  Arms  Export 
Control  Act  requires  me  to  collect  a  nonrecurring  charge  for  R  & 

Mr.  Berman.  From  the  country,  from  the  buyer? 

Lt.  General  Rhame.  From  the  buyer,  yes,  sir. 

Mr.  Berman.  I  understand  that  Mr.  Klinger  has  introduced  a  bill 
to  eliminate  that  requirement. 

Lt.  General  Rhame.  And  we  would  support  that,  sir. 

Mr.  Berman.  You  would  support  that  deficit  increasing,  arms  ex- 
port subsidizing,  military  hardware  peddling  proposal? 

Lt.  General  Rhame.  Sir,  we  do  not  analyze  this  program  as  you 
do  when  you  do  responsible  arms  sales  with  friends  and  allies. 

Mr.  Berman.  Wait  a  second.  If  it  should  be  a  grant,  if  there  is 
a  basis  for  a  grant 

Lt.  General  Rhame.  Yes,  sir. 

Mr.  Berman.  That  is  one  thing.  But  a  company,  when  a  country 
decides  to  buy  a  weapon 

Lt.  General  Rhame.  Yes,  sir. 

Mr.  Berman.  And  the  U.S.  Government  is  subsidizing  the  weap- 
on without  regard  to  the  wealth  of  the — tell  me  why  we  need  to 
subsidize  arms  exports  to  the  Saudis? 

Lt.  General  Rhame.  To  subsidize  arms  sales  to  who,  sir? 

Mr.  Berman.  The  Saudis. 

Lt.  General  Rhame.  Sir,  if  the  Saudis  come  to  U.S.  industry  on 
a  direct  commercial  contract,  there  is  no  R  &  D  collection.  It  is  not 
required.  What  we  are  asking  for 

Mr.  Berman.  Why  should  it  not  be,  by  the  way? 

Lt.  General  Rhame.  Sir,  it  is  currently  not  required. 

Mr.  Berman.  They  developed  the  F-16  for  the  United  States  Air 
Force  with  taxpayer  overhead  costs  and  all  that  stuff.  Why 
shouldn't  part  of  that  cost  be  distributed  out,  even  in  a  commercial 
sale,  to  the  buyer  of  those  weapons.  We  are  dealing  with  a  terrible 
deficit.  We  are  talking  about  crushing  these  programs.  I  have  to 
say,  I  don't  understand  why  the  administration  is  suggesting  that 
a  recipient  who  wants  to  get  the  best  planes  in  the  world 

Lt.  General  Rhame.  Yes,  sir. 

Mr.  Berman.  And  the  government  has  decided,  we  can  argue 
about  in  any  specific  instance,  but  the  government  has  decided  that 
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sales  makes  sense.  In  other  words,  it  won't  destabilize  the  area.  We 
have  decided  to  license  it.  Why  should  it  be  subsidized  by  not  in- 
sisting on  recoupment  in  any  situation? 

Lt.  General  Rhame.  That  is  why,  sir,  we  would  like  to  see  parity 
between 

Mr.  Berman.  I  would  like  to  see  parity,  too,  but  I  think  we  have 
a  different  idea  of  parity 

Lt.  General  Rhame.  And  FMS  procedures.  Currently,  they  are 
not  at  parity.  One  has  an  advantage  over  the  other  because  that 
is  not  required.  We  are  forcing  the  customer  to  buy  commercial. 

Mr.  Berman.  Let's  make  a  change  that  requires  it  in  the  com- 
mercial sales  for  a  product  developed  for  the  U.S.  military,  when 
they  are  buying  a  U.S.  weapon  system,  that  even  if  it  is  commer- 
cial, there  is  a  recoupment  fee  to  reimburse  the  people  who  spent 
the  original  monies  to  develop  the  program  and  the  weapon. 

Lt.  General  Rhame.  Sir,  that  is  currently  not  required.  You,  obvi- 
ously, are  in  a  position  to  change  that,  sir. 

Mr.  Berman.  All  right. 

Chairman  GiLMAN.  The  gentleman's  time  has  expired.  Mr. 
Payne?  Thanks  for  being  patient,  Mr.  Payne. 

Mr.  Payne.  Thank  you  very  much.  Just  in  that  same  line  of 
questioning,  General,  the  School  of  the  Americas  has  been  an  issue 
that  has  been  debated  and  there  has  been  some  concern.  I  just 
wonder,  what  is  your  evaluation  of  what  the  school  has  done.  Let's 
take  the  last  20  years,  especially  in  the  Western  Hemisphere  here. 
As  a  matter  of  fact,  there  is  some  who  have  advocated  that  it 
should  actually  be  eliminated.  Could  you  give  me  your  assessment 
of  the  good  that  it  does  or  whether  we  ought  to  still  be  training 
some  of  the  people  who  have  turned  out  to  be  some  of  the  worst 
dictatorial  persons  that  we  know? 

Lt.  General  Rhame.  Sir,  in  the  last  3  years,  I  am  pleased  to  say 
that  our  Army,  as  it  supervises  the  School  of  the  Americas,  has 
begun  to  make  some  material  change  in  the  curriculum,  making  it 
responsive  to  the  criticism  that  the  school  has  endured.  As  an  ex- 
ample, in  the  general  staff  block  of  instruction  taught  at  the  School 
of  the  Americas,  we  have  in  there  a  curriculum  now  that  talks  to 
the  promotion  of  democratic  ideals,  the  prevention  of  abuses  of 
human  rights.  We  have  assigned  on  the  faculty  at  the  School  of  the 
Americas  an  Army  lawyer  now  to  teach  democracy  and  human 
rights.  We  have  an  academic  review  board  that  is  watching  the  cur- 
riculum. I  can  tell  you  that  at  CINC  South,  General  McCaffrey  has 
focused,  since  he  is  the  principal  recipient  of  graduates  from  that 
school,  he  has  a  personal  interest  in  making  that  school  better,  and 
I  think  the  school  is  on  the  correct  course  to  be  responsive  to  the 
nations  who  use  it  because  change,  they  detected  that  change  was 
in  order,  and  they  are  making  the  change. 

Mr.  Payne.  Thank  you.  I  am  very  glad  to  hear  that,  and  the 
whole  question  of  the  exporting  of  military  hardware  amongst  my 
colleagues  who  talk  about  American  being  broke,  we  should  up  the 
price  on  all  this  training,  I  would  hope  that  some  day  we  could 
strengthen  that  new  component  that  you  are  talking  about,  how  we 
can  have  people  work  together  without  needing  to  continually  up- 
grade the  weaponry.  But,  that  is  a  dream.  I  guess  I  am  not  on  the 
dream  team,  especially  during  this  Congress. 
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Let  me  ask  you,  Mr.  Atwood,  if  you  could  explain  that  years  ago 
in  development,  we  attempted  to  increase,  for  example,  production 
was  important  and  monies  were  spent  to  try  to  develop  sustainable 
agricultural  programs  in  a  region.  It  appears  to  me  that  during  the 
past  decade  or  so,  before  your  time,  there  has  been  more  of  an  em- 
phasis on,  for  example,  buying  grain  from  midwest  farmers  to  send 
to  an  area  that  needs  grain,  that  needs  food.  Is  there  any  move, 
for  example,  in  the  Sudan  at  one  time,  it  used  to  be  the  bread  bas- 
ket of  Africa,  and  I  would  imagine  now  that  tremendous  deficit, 
food  deficit,  is  in  that  area.  Does  your  plan  on  sustainable  develop- 
ment include,  once  again,  attempting  to  deal  with  the  farmers,  to 
be  able  to  produce  rather  than  the  buying  from  the  American  farm- 
er? 

Mr.  Atwood.  We  are  going  to  be  doing  both,  Mr.  Payne,  but,  of 
course,  the  costs  of  buying  from  the  American  farmer  and  for  trans- 
portation are  going  up.  The  GATT  Treaty  has  removed  subsidies, 
and  so  the  price  of  food  is  going  up  around  the  world  more  than 
it  otherwise  would.  In  the  long  run,  this  should  be  advantageous 
to  those  who  are  growing  food  in  the  developing  world  because  they 
ought  to  have  more  incentive  to  grow  it.  That  is,  of  course,  if  they 
get  the  policy  framework  right,  if  the  government  allows  the  agri- 
cultural markets  to  develop,  if  they  don't  interfere  too  much  in  the 
sale  of  fertilizer  and  other  things.  There  ought  to  be  a  real  incen- 
tive for  farmers  to  grow  that  food.  In  our  Greater  Horn  of  Africa 
initiative,  what  we  are  trying  to  do  in  that  region  in  particular  is 
to  encourage  governments  not  only  to  get  the  policy  framework 
right  within  their  own  countries  to  stimulate  the  production  of 
food,  we  are  also  encouraging  them  to  lower  trade  barriers  so  they 
can  sell  more  food  across  borders  within  the  region.  So,  there  is  a 
combination  of  things  that  we  are  doing.  We  are  certainly  going  to 
use  American  farmers  in  this  business,  but  we  are  going  to  stimu- 
late the  agricultural  policies  and  the  growth  of  that  industry  in 
other  countries  as  well. 

Mr.  Payne.  Finally,  what  the  DFA,  as  you  know,  it  is  only  at 
$800  million  now,  and  as  you  may  recall,  several  weeks  ago,  the 
Department  of  Defense  needed  $100  million  supplemental.  There- 
fore, a  recision  of  $172  million  attempted  to  be  taken  totally  from 
Africa,  $110  million  from  the  development  fund,  and  $62  million 
from  the  African  Development  Bank.  Now,  it  just  seems  uncon- 
scionable that  an  area  that  has  600,000,000  people  receiving  $800 
million  would  be  the  sole  single  place  in  the  world  that  the  new 
majority  felt  it  was  correct  to  take  the  recision  from.  Fortunately, 
it  has  prevailed  and  the  development  fund  was  spared.  The  African 
Development  Bank  funds  were  rescinded.  But  what  do  you  see  in 
the  upcoming  year  for  DFA?  If  there  is  overall  cuts,  what  can  be 
done  to  prevent  the  already  meager  amounts  of  funds  going  to  Afri- 
ca from  being  even  further  depleted? 

Mr.  Atwood.  You  know,  Mr.  Payne,  I  feel  very  strongly  about 
this.  I  have  recently  given  a  speech  on  this  issue.  Africa  is  the  last 
great  developing  market.  I  think  we  should  look  at  it  in  terms  of 
our  own  national  interest,  in  addition  to  looking  at  it  in  terms  of 
our  national  values.  It  is  the  area  of  the  world  that  needs  our  as- 
sistance more  than  any  other.  We  only  provide  5  percent  of  all  of 
the  development  assistance  that  goes  to  Africa,  but  we  provide  30 
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percent  of  all  of  the  emergency  assistance.  I  think  that  is  a  bad 
ratio.  The  amount  of  money  that  the  American  taxpayer  is  paying 
to  service  the  disasters  that  occur  in  Africa  is  double  what  it  would 
cost  if  we  invested  more  in  treating  those  conditions  that  leads  to 
disasters,  and  also  it  would  give  us  an  opportunity  to  develop  new 
markets. 

So,  it  is  very,  very  important  that  we  continue  to  stress  assist- 
ance to  Africa.  That  is  why  the  President  has  requested  the  same 
amount  as  last  year  for  Africa  under  the  development  fund  for  Afri- 
ca. 

Chairman  Oilman.  The  gentleman's  time  has  expired.  Mr.  At- 
wood,  as  you  know,  we  will  be  addressing  the  reorganization  issues 
next  Tuesday,  but  I  do  want  to  make  a  point  to  you  since  members 
of  the  committee  have  raised  the  Helms  plan,  and  in  particular,  the 
foundation  approach.  My  point  is  that  the  committee  will  be  look- 
ing closely  at  Senator  Helms'  proposal,  and  I  don't  know  where  we 
will  come  out  on  that.  But,  I  do  know  that  in  some  form,  the  com- 
mittee will  address  the  issue  of  integrating  AID  into  State.  I  say 
that  because  I  don't  want  you  to  go  away  with  any  misperception 
of  the  direction  of  this  committee,  and  we  look  forward  to  your  com- 
ments when  we  get  into  that  area. 

Mr.  Atwood.  I  feel  as  though  we  are  already  integrated,  but  I 
am  most  anxious  to  see  how  we  can  be  integrated  further,  Mr. 
Chairman. 

Chairman  GiLMAN.  Thank  you.  General  Rhame,  I  want  to  follow 
up  on  Mr.  Hamilton's  and  Mr.  Berman's  questions  regarding  R  & 
D  recoupment. 

Lt.  General  Rhame.  Yes,  sir. 

Chairman  Gilman.  I  would  like  to  ask  you  to  take  a  look  at  the 
CBO  analysis  which  we  will  give  you  for  your  comments.  From  that 
document,  it  looks  like  0MB  and  CBO  are  looking  at  the  budget 
implications  somewhat  differently,  and  we  welcome  your  comments 
after  you  have  had  an  opportunity  to  study  that,  if  you  would  sub- 
mit it  to  the  committee,  and  we  would  be  pleased  to  make  that  part 
of  the  record. 

Lt.  General  Rhame.  Sir,  we  would  be  pleased  to  do  that. 

[The  information  follows: 

CBO's  October  17,  1993  estimate  of  the  cost  of  repealing  the  requirement  to  re- 
coup nonrecurring  costs  on  foreign  military  sales  of  major  defense  equipment  as- 
sumes that  repeal  would  affect  both  outstanding  and  new  sales,  rather  than  just 
sales  agreements  entered  into  after  enactment  of  repeal.  The  Administration  never 
intended  that  to  be  the  case.  To  be  absolutely  clear,  however,  in  1994  the  repegd 
language  was  modified  to  include  an  effective  date  clause  that  excludes  sales  en- 
tered into  before  enactment.  This  version  was  submitted  to  the  Congress  after  the 
October  1993  CBO  estimate  and  remains  the  Administration  position.  The  most  re- 
cent Administration  estimate  is  that  repeal  would  cost  $143M  over  the  five  years 
starting  in  FY96.  The  Administration  estimate  cited  by  CBO  was  $172M  over  the 
five  years  starting  in  FY94.  Estimated  decreases  in  foreign  military  sales  account 
for  the  revision. 

Chairman  Oilman.  Mr.  Atwood,  the  Asia  subcommittee  heard 
testimony  from  Robert  Hemphill,  executive  Vice  President  of  AES 
Corporation,  one  of  the  largest  independent  power  producers,  and 
he  offered  the  following,  and  I  quote,  "AID  has  projected  overhead 
costs  of  $517,000,000  in  fiscal  year  1996,  and  administers  approxi- 
mately $6.9  billion  in  assistance  money  which  is  basically  given 
away  to  recipient  countries,  requiring  a  staff  of  almost  8,000  people 
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to  accomplish  that.  Exim  authorizations,  loans,  guarantees,  insur- 
ance, etc.,  for  fiscal  year  1995,  will  amount  to  $18  billion  to  admin- 
ister this  new  financing,  as  well  as  existing  loans  made  in  previous 
years.  ExIm  required  an  overhead  amount  of  $47  million  at  the 
staff  level  of  458.  OPIC  for  fiscal  year  1995  administered  financial 
and  insurance  programs  with  a  value  of  $8.6  million  and  required 
an  overhead  cost  of  $24  million  and  a  staff  of  only  182.  The  finance 
agencies  administer  their  programs  for  about  one-tenth  the  cost  of 
AID.  I  might  add  that  AID  gives  money  away  while  ExIm  Bank 
and  OPIC  expect  to  be  repaid."  Would  you  care  to  comment  on  that 
analysis? 

Mr.  Atwood.  I  certainly  would,  Mr.  Chairman,  and  I  have  heard 
about  these  comments  that  were  made.  First,  our  overhead  is  about 
8  percent  when  you  look  at  the  overall  amount  of  money  that  we 
manage  each  year.  What  we  are  doing  is  managing  a  development 
program.  We  are  not  giving  away  money. 

Now,  I  don't  know  what  the  person's  problem  is.  My  understand- 
ing is  that  he  has  been  very  successful  in  working  in  two  countries 
in  which  a  new  middle  class  has  been  developed.  That  middle  class 
has  been  developed  in  India  and  in  Indonesia  because  of  a  con- 
tribution that  has  been  made  not  only  from  the  United  States,  but 
from  other  donor  nations. 

The  way  you  develop  markets  is  to  work  with  human  beings  to 
make  sure  they  have  adequate  health  care  and  adequate  education. 
You  make  sure  that  the  government  has  the  economic  policy  struc- 
ture right.  You  do  development  across  the  board  in  an  integrated 
way,  deal  with  the  problems  that  those  countries  face.  That  costs 
money,  but  it  doesn't  mean  that  it's  a  give  away. 

As  I  mentioned  before,  I  don't  see  anything  wrong  with  business 
people  being  concerned  about  profit.  But,  frankly,  I  think  that  they 
ought  to  earn  the  profit  rather  than  getting  it  up  front.  I  think  a 
lot  of  businesses  would  like  to  see  USAID  hand  them  money  so 
that  they  are  not  exposed  as  they  go  overseas. 

We  do  have  a  policy  in  this  country,  through  the  ExIm  bank  and 
through  OPIC,  of  helping  our  businesses  to  export  and  get  involved 
in  the  export  market.  I  think  that  is  a  wise  policy.  But,  if  we  did 
not  work  on  the  demand  side  and  create  the  markets  through  our 
development  programs,  there  would  not  be  the  opportunity.  I  hesi- 
tate to  call  this  gentleman  ungrateful,  but  perhaps,  he  just  has  not 
analyzed  the  situation  the  way  I  have. 

Chairman  Oilman.  Thank  you,  Mr.  Atwood.  Mr.  Atwood,  there 
are  some  20  countries  that  have  been  graduated  from  the  World 
Bank's  International  Development  Association,  the  IDA  loan  pro- 
gram from  the  poorest  nations?  Why  is  it,  according  to  our  informa- 
tion, that  AID  is  providing  assistance  to  10  of  those  graduated 
countries? 

Mr.  Atwood.  I  would  have  to  look  at  the  list,  Mr.  Chairman,  but 
the  IDA  program  is  for  the  poorest  of  the  poor.  It  provides  30-year 
loans  at  virtually  no  interest.  We  continue  to  work  in  countries 
that  are  not  the  poorest  of  the  poor,  but  still  have  serious 
underdevelopment  problems.  I  think  that  is  important  that  we  able 
to  work  in  a  range  of  countries. 

Chairman  Oilman.  Mr.  Atwood,  one  other  question.  I  understand 
the  private  sector  is  leading  the  way  on  major  Third  World  infra- 
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structure  projects  reserved  in  the  past  for  governments.  Those  mas- 
sive projects,  costing  hundreds  of  milUons  of  dollars,  or  in  China's 
case  billions  of  dollars,  are  constructed  without  major  taxpayer 
support  and  are  run  for  a  profit.  Specifically,  I  am  referrmg  to  the 
new  interstate  toll  roads  of  Mexico  and  China  and  new  power 
plants  in  Asia.  . 

Linda  Powers,  Vice  President  of  Enron  Corporation,  recently  tes- 
tified before  the  appropriators  that  Enron's  $920  million  invest- 
ment in  India  included  a  5-bed  hospital,  a  primary  school,  a  voca- 
tional school,  drinking  water  pipelines  for  the  nearby  villages  and 
road  improvements.  My  question  is,  what  can  AID  programs  do  co- 
operatively   with    the    private    sector    to    develop    infrastructure 

abroad?  ,      ^,     . 

Mr.  Atwood.  With  our  reduced  budget,  Mr.  Chairman,  we  are 
relegated  to  doing  minor  infrastructure  projects  in  places  other 
than  in  Egypt,  where  we  do  some  larger  infrastructure  projects. 
But,  what  we  are  trying  to  do  is  to  work  at  the  market  frontier  to 
help  create  the  enabling  environment  for  these  U.S.  companies  so 
that  they  can  move  into  these  emerging  markets  and  win  the  con- 
tracts that  they  need  to  win  in  the  infrastructure  area. 

In  addition,  I  might  say  that  a  lot  of  the  work  that  we  do  m  the 
technical  assistance  area  paves  the  way  for  the  World  Bank  to 
make  a  loan  for  an  infrastructure  project,  and  U.S.  companies  can 
bid  on  those  projects  as  well.  So  we  do  have  a  leveraging  effect 
through  the  work  that  we  do. 

Chairman  Oilman.  When  a  number  of  us  visited  Haiti  not  too 
long  ago,  we  found  that  one  of  the  greatest  needs  in  Haiti  was  in- 
frastructure improvement.  Are  you  doing  anything  in  that  country? 

Mr.  Atwood.  The  World  Bank  and  the  IDB  are  going  to  be 
spending  something  like  $121  million  dollars  to  fix  the  road  system 
in  Haiti.  We,  of  course,  are  doing  a  lot  of  other  different  types  of 
things  in  Haiti.  Our  program  is  approximately  $200  million  dollars. 
It  includes  balance  of  payment  support  so  that  they  can  purchase 
petroleum.  It  is  working  with  the  agricultural  sector  to  see  if  we 
can  get  that  up  and  running  again.  It  is  planting  trees  so  that  the 
watershed  is  fixed.  It  is  trying  to  help  demobilize  the  military  and 
create  a  new  justice  system. 

Across  the  board,  I  think  we  have  the  most  comprehensive  pro- 
gram of  any  government  in  Haiti,  for  obvious  reasons.  Working 
with  our  militar>-,  I  think  that  program,  has  been  a  big  success. 

Chairman  Oilman.  Again,  I  want  to  thank  you,  Mr.  Atwood  and 
Oeneral  Rhame,  for  joining  us.  I  note  that  it  is  5:30  p.m.  on  a 
Thursday  afternoon  after  a  long  session.  So,  we  appreciate  your  pa- 
tience and  your  diligence,  and  we  wish  you  well  in  your  work. 

Mr.  Atwood.  Thank  you  very  much. 

Lt.  Oeneral  Rhame.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Oilman.  The  committee  stands  adjourned. 

[Whereupon,  at  5:30  p.m.,  the  committee  was  adjourned.! 
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STATEMENT  BY 

SECRETARY  OF  STATE 

WARREN  CHRISTOPHER 

Thank  you,  Mr.  Chairman.   I  am  pleased  to  appear  before 
the  House  International  Relations  Committee  for  the  second  time 
this  year — and  before  the  Congress  for  the  10th  time  in  as  many 
weeks.   This  frequent  dialogue  is  an  essential  part  of  my 
responsibilities  as  Secretary  of  State. 

Two  months  ago,  I  outlined  for  you  the  four  principles 
that  drive  our  foreign  policy:  first,  that  the  United  States 
must  continue  to  engage  and  to  lead;  second,  that  we  must 
maintain  effective  relations  with  the  world's  great  powers; 
third,  that  we  must  adapt  and  build  institutions  that  will 
promote  economic  and  security  cooperation;  and  fourth,  that  we 
must  continue  to  support  democracy  and  to  defend  human  rights. 
These  principles  will  guide  this  Administration  as  we  focus  on 
areas  that  offer  significant  opportunities  to  advance  American 
interests  in  1995. 

To  take  advantage  of  those  opportunities,  we  must  be 
willing  to  pay  the  price  of  leadership.   I  am  here  today  to 
make  the  case  for  full  funding  of  the  International  Affairs 
Budget  that  the  President  submitted  to  Congress  last  month. 

Our  International  Affairs  budget  represents  only  1.3 
percent  of  total  federal  spending.   It  has  absorbed  substantial 
real  cuts  in  the  last  several  years,  and  is  now  45  percent 
lower  in  real  terms  than  it  was  a  decade  ago.   Despite  the 
extraordinary  challenges  we  face  in  the  post-Cold  War  era,  our 
1996  spending  request  is  essentially  what  we  are  spending  in 
the  current  fiscal  year.   Indeed,  the  resources  we  are 
requesting  are  the  rock  bottom  minimum  that  we  need  to  advance 
our  nation's  vital  interests. 

The  American  people  rightly  demand  that  we  apply  the  most 
rigorous  standards  when  we  decide  how  to  spend  their  tax 
dollars.   At  the  same  time,  the  American  people  rightly  expect 
that  their  government  will  do  what  it  takes  to  protect  our 
nation's  interests  in  the  world. 

Our  foreign  policy  cannot  be  supported  on  the  cheap.   We 
will  not  be  able  to  protect  our  interests  as  the  world's  most 
powerful  nation  if  we  do  not  marshal  the  resources  to  stand  by 
our  commitments.   We  cannot  have  it  both  ways.   We  cannot  lead 
if  we  do  not  have  the  tools  of  leadership  at  our  disposal. 

Those  who  say  that  they  want  a  strong  America  have  a 
responsibility  to  help  keep  America  strong.   Rhetoric  without 
resources  projects  weakness,  not  strength.   It  worries  our 
friends,  emboldens  our  enemies,  and  imperils  the  security  and 
well-being  of  the  American  people. 

The  United  States  spent  trillions  of  dollars  to  defend  the 
free  world  during  the  Cold  War.   It  would  be  an  historic 
mistake  if  we  now  refused  to  spend  a  tiny  fraction  of  that  sum 
to  consolidate  the  remarkable  gains  we  have  made. 
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Consider  what  we  get  for  our  International  Affairs  budget 
of  $21.2  billion:   Our  budget  protects  American  lives  by 
combating  the  spread  of  nuclear  weapons,  the  threat  of 
terrorism,  and  the  scourge  of  drugs.   It  supports  American  jobs 
by  promoting  U.S.  exports  and  creating  new  markets  in 
developing  countries.   And  it  gives  force  to  the  principles 
America  stands  for  by  bolstering  human  rights  and  democracy 
around  the  world. 

Over  the  past  two  years,  this  modest  investment  has,  among 
other  things,  advanced  peace  xn  the  Middle  East.   It  has  helped 
end  violence  in  Northern  Ireland  and  assisted  the  transition 
from  apartheid  in  South  Africa.   It  has  led  to  the  detargeting 
and  dismantlement  of  missiles  in  the  former  Soviet  Union  and 
facilitated  the  departure  of  Russian  troops  from  the  Baltics. 
It  has  promoted  free  trade  and  U.S.  exports  in  Asia,  the  Middle 
East,  and  Latin  America. 

Moreover,  the  preventive  diplomacy  that  the  International 
Affairs  budget  funds  is  our  first  and  least  costly  line  of 
defense.   Compare  the  cost  of  our  support  for  reform  in  the 
former  Soviet  Union  to  the  price  we  would  pay  if  the  region 
slid  back  to  authoritarianism.   Compare  the  cost  of  diplomatic 
action  to  stem  proliferation  to  the  price  we  would  pay  if  rogue 
states  obtained  nuclear  weapons.   Compare  our  share  of  the  cost 
of  UN  peacekeeping  to  the  price  of  unilateral  military  action. 
And  compare  the  cost  of  promoting  development  to  the  price  of 
coping  with  famine  and  a  flood  of  refugees .   With  these 
comparisons  in  mind,  it  is  apparent  that  shortchanging  our 
preventive  diplomacy  harms  our  national  interest  just  as  surely 
as  skimping  on  our  military  readiness. 

I  am  deeply  concerned  by  the  suggestions  put  forward  by 
the  House  Budget  Committee  to  reduce  sharply  the  International 
Affairs  budget,  the  so-called  150  account,  over  the  next  five 
years .   The  Committee  would  have  this  account  absorb  a 
disproportionate  11  percent  of  the  proposed  spending  cuts. 
These  proposed  cuts  would  damage  our  ability  to  protect 
America's  security,  promote  our  prosperity,  and  advance  our 
nation's  interests  around  the  world.   Let  me  give  you  some 
examples : 

The  Budget  Committee  would  reduce  our  assistance  to  the 
new  democracies  of  Central  Europe  and  the  former  Soviet  Union 
at  a  decisive  stage  in  their  development.   Cutting  assistance 
now  would  impair  our  efforts  to  build  a  new  security 
architecture  in  the  region  where  two  world  wars  began. 

Let  me  focus  on  our  assistance  to  the  states  of  the  former 
Soviet  Union.   The  transformation  of  the  former  Soviet  empire 
into  a  region  of  sovereign,  democratic  states  is  a  matter  of 
fundamental  importance  to  the  United  States.   Yesterday,  as 
part  of  my  commitment  to  bring  foreign  policy  home  to  the 
American  people,  I  spoke  at  Indiana  University  about  our 
engagement  with  these  countries  . 
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Our  approach  toward  Russia  and  the  other  New  Independent 
States  is  to  cooperate  where  our  interests  coincide,  and  to 
manage  our  differences  constructively  and  candidly  when  they  do 
not.   It  is  easy  enough  to  enumerate  our  differences  with 
Russia.   But  I  do  not  have  the  luxury  of  making  a  list  and 
walking  away.   My  job  is  to  build  areas  of  agreement,  to  manage 
our  differences,  and  always  to  advance  our  nation's  interests. 

As  I  have  said,  the  evolution  of  Russia's  participation  in 
Western  institutions  will  be  affected  by  its  respect  for 
international  norms  and  its  internal  and  external  policies--f or 
example,  Russia's  conduct  in  Chechnya  and  its  nuclear 
cooperation  with  Iran.   Russia  will  rue  the  day  it  cooperated 
with  that  terrorist  state  if  Iran  builds  nuclear  weapons  with 
Russian  expertise  and  equipment. 

Our  differences  with  Russia  have  not  altered  our  interest 
in  making  sure  its  huge  nuclear  stockpile  is  never  again  a 
strategic  threat  to  our  nation.   They  have  not  altered  our 
interest  in  helping  Russian  reformers  build  a  nation  that  is 
finally  at  peace  with  itself  and  its  neighbors. 

Our  assistance  to  Russia  and  the  other  New  Independent 
States  advances  those  interests.   Most  of  our  assistance  is 
distributed  through  private  organizations  or  local  governments 
outside  Moscow,  and  most  of  it  goes  to  the  non-Russian  states 
of  the  region,  like  Ukraine  and  Armenia.   Slashing  this 
assistance  now  would  wipe  out  programs  that  strengthen  the  very 
forces  in  the  region  that  share  our  interests  and  values. 

Mr.  Chairman,  the  House  Budget  Committee  also  recommends 
sharply  cutting  our  contributions  for  international 
peacekeeping.   As  I  stressed  in  January,  if  we  deprive 
ourselves  of  this  instrument,  we  will  be  faced  with  an 
unacceptable  choice  when  global  emergencies  occur:   a  choice 
between  acting  alone  and  doing  nothing. 

Two  months  ago,  I  emphasized  to  you  the  Administration's 
strong  opposition  to  H.R.  872,  the  National  Security 
Revitalization  Act.   The  bill  has  since  passed  the  House  and  is 
under  consideration  in  the  Senate.   I  remain  convinced  that 
this  legislation  is  badly  flawed.   It  would  hamstring  this  and 
every  future  President's  ability  to  safeguard  our  security  and 
to  command  our  armed  forces. 

Tomorrow,  President  Clinton  will  go  to  Port-au-Prince  to 
commend  our  troops  for  their  superb  performance  in  the 
Multinational  Force  and  to  mark  the  transfer  to  the  UN  phase  of 
the  operation.   Mr.  Chairman,  we  condemn  the  brutal  killing  of 
Mrs.  Bertin  two  days  ago.   But  we  must  not  allow  this  act  to 
overshadow  the  remarkable  strides  Haiti  has  made  toward 
political  and  economic  reform. 

Our  successful  restoration  of  democracy  in  Haiti  shows 
what  is  possible  when  we  have  all  the  tools  of  leadership  at 
our  disposal.   It  was  President  Clinton's  determination  to  use 
force  that  finally  persuaded  Haiti's  dictators  to  step  down. 
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It  was  our  nation's  willingness  to  lead  that  galvanized  other 
nations  to  join  the  historic  coalition.   It  was  our  willingness 
to  provide  substantial  economic  assistance  that  led  the 
international  community  to  pledge  $1.2  billion  to  aid  Haiti's 
economic  recovery--less  than  a  quarter  of  which  will  come  from 
the  United  States.   And  it  was  our  leadership  in  the  UN  that 
ensured  a  UN  Mission  would  take  over  once  a  secure  and  stable 
environment  had  been  established. 

Our  leadership  in  Operation  Uphold  Democracy  has  shown 
that  the  United  States  stands  by  its  word.   It  has  also  shown 
that  when  we  mobilize  international  support  for  our  interests, 
American  soldiers  do  not  have  to  take  all  the  risks  and 
American  taxpayers  do  not  have  to  foot  all  the  bills.   This  is 
a  sensible  bargain  that  I  know  the  American  people  support. 

Many  of  the  Budget  Committee's  deepest  cuts  come  from 
development  assistance  and  humanitarian  relief  programs-- 
programs  that  support  our  interests  and  are  consistent  with  our 
ideals.   This  kind  of  assistance  helps  to  prevent  the  outbreak 
of  conflicts  and  unrest  that  would  otherwise  call  for  costly 
international  intervention.   It  promotes  development  around  the 
world  that  also  creates  exports  for  American  companies  and  jobs 
for  American  workers.   And  not  incidentally,  our  assistance  can 
save  lives.   Our  programs  to  expand  immunization  and 
rehydration  therapy  in  Africa,  for  example,  save  an  estimated 
800,000  children  each  year. 

I  want  to  add  a  further  word  about  Africa,  where  our 
principled  leadership  and  modest  investments  have  been  vital  in 
spurring  reform.   The  contributions  we  make  to  multilateral 
development  banks  leverage  15  times  as  much  assistance  from 
other  nations.   Denying  these  resources  could  stop  Africa's 
fragile  reform  process  dead  in  its  tracks.   It  would  make 
humanitarian  crises,  and  the  costly  international  response  they 
require,  more  likely. 

Our  nation's  assistance  to  Africa-- just  one-half  of 
one-tenth  of  one  percent  of  the  federal  budget--is  neither 
welfare  nor  charity.   It  is  a  sensible  investment  in  American 
exports  and  jobs  that  is  consistent  with  our  most  cherished 
humanitarian  ideals.   With  half  a  billion  people  and  imports 
rising  by  about  7  percent  annually  for  the  last  decade,  Africa 
has  tremendous  market  potential.   Those  who  would  scuttle  this 
investment  are  shortchanging  the  next  generation. 

Our  investment  in  foreign  assistance  has  paid  long-term 
benefits  to  the  American  people: 

•  Nearly  80  percent  of  USAID's  contracts  and  grants  go  to 
American  firms  and  95  percent  of  USAID's  purchases  of 
agricultural  commodities  and  related  services  are  made  in 
the  United  States. 

•  Last  year  alone,  U.S.  companies  earned  $2,7  billion 
directly  from  procurement  contracts  with  the  multilateral 
development  banks,  creating  or  sustaining  an  estimated 
54,000  American  jobs. 
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American  firms  now  enjoy  annual  export  sales  to  South 
Korea  worth  triple  the  amount  of  assistance  we  provided  in 
the  decade  after  the  Korean  War. 

•  Our  exports  to  Latin  America  in  1993  alone  were  two  and  a 
half-times  more  than  the  total  economic  assistance  we 
provided  over  the  previous  44  years. 

•  And  43  of  the  top  50  consumer  nations  of  American 
agricultural  products  were  once  foreign  aid  recipients. 

The  Budget  Committee  would  also  cut  resources  for 
international  organizations.   This  includes  funds  for 
institutions  crucial  to  our  security,  such  as  NATO,  and  also 
the  International  Atomic  Energy  Agency,  which  monitors  North 
Korea's  nuclear  program  and  advances  our  global 
non-proliferation  efforts.   It  also  funds  institutions  that 
advance  economic  cooperation,  like  the  OECD .   And  it  funds 
institutions  like  UNICEF  and  the  World  Health  Organization, 
which  help  save  the  lives  of  millions  of  people,  especially 
children . 

Finally,  the  Budget  Committee  suggests  significant  cuts  in 
the  State  Department's  operating  budget.   Mr.  Chairman,  I  am 
committed  to  making  our  operations  as  effective  and 
cost-efficient  as  possible.   After  four  years  of  essentially 
flat  budgets,  this  year's  request  of  $2.6  billion  for  State 
Department  operations  represents  a  significant  decrease  in  real 
terms.   Indeed,  our  operating  budget  is  15  percent  lower  in 
real  terms  than  it  was  just  three  years  ago. 

As  you  know.  Vice  President  Gore  has  been  heading  up  a 
major  effort  to  reinvent  government.   I  have  taken  the  strong 
position  that  the  foreign  affairs  agencies  are  not  exempt  from 
that  process.   Each  of  the  foreign  affairs  agencies  is 
proceeding  vigorously  with  streamlining  efforts.   I  am 
convinced  that  ACDA,  AID,  and  USIA  each  has  a  distinct  mission 
that  can  best  be  performed  if  they  remain  distinct  agencies 
under  -my  supervision. 

With  respect  to  our  own  streamlining  efforts,  the  State 
Department  has  closed  17  posts  overseas  since  this 
administration  began.   We  have  abolished  or  downgraded  more 
than  40  percent  of  our  Deputy  Assistant  Secretary  or  equivalent 
positions.   We  have  reduced  total  senior  officer  positions  to 
the  point  where  we  will  meet  Congressional  targets  ahead  of 
schedule.   All  told,  there  are  now  1,100  fewer  people  at  State 
than  when  I  arrived  in  1993.   We  will  continue  to  downsize  in 
the  year  to  come,  by  closing  15  more  posts,  eliminating  another 
bureau  within  the  Department,  further  reducing  mid-level 
managers  and  cutting  administrative  overhead. 

Two  weeks  ago,  I  announced  a  major  initiative  designed  to 
remake  the  State  Department  from  the  bottom  up.   We  are 
determined  to  do  our  part  to  meet  the  taxpayers'  insistence 
that  all  federal  agencies  become  more  efficient  and 
cost-effective.   We  will  be  taking  concrete  action  to  cut  the 
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duplication  of  effort  within  our  ranks,  to  increase 
accountability,  to  strengthen  our  policy  formulation,  to 
improve  our  administrative  efficiency,  and  to  focus  our 
reporting  and  analysis  on  what  is  essential. 

I  am  also  committed,  however,  to  providing  adequate 
resources  to  the  dedicated  men  and  women  who  serve  our  nation's 
international  affairs  agencies.   At  266  diplomatic  and  consular 
posts  overseas,  these  men  and  women  help  American  companies 
open  markets  and  create  American  jobs.   They  help  keep  our 
borders  secure  and  keep  drugs  off  our  streets.   They  negotiate 
and  monitor  arms  control  agreements  and  peace  treaties.   They 
assist  and  protect  their  fellow  citizens  overseas.   In  FY  1995, 
for  example,  they  issued  6  million  passports,  and  provided  more 
than  1.7  million  services  to  Americans  abroad,  from  simple 
notarials  to  complex  child  custody  cases. 

And  often  they  do  all  this  under  the  most  difficult  and 
dangerous  conditions.   The  deadly  terrorist  attack  on  American 
personnel  in  Karachi  is  only  the  most  recent  example  of  the 
threats  and  hardships  that  these  public  servants  sometimes  face. 

In  my  view,  diplomatic  readiness  is  no  less  important  than 
military  readiness.   Yet  almost  75  percent  of  the  telephone 
systems  serving  our  overseas  posts  are  obsolete--so  archaic 
that  when  we  needed  repairs  in  the  Department's  vital  24-hour 
operations  center,  the  AT&T  repairman  had  to  consult  with  Bell 
Labs  on  how  to  service  the  equipment.   Almost  80  percent  of  our 
automated  data  processing  equipment  belongs  in  museums  or 
antique  shops--so  old  that  we  cannot  get  maintenance  contracts 
or  locate  spare  parts.   We  must  have  the  resources  we  need  to 
meet  our  responsibilities  to  the  nation. 

In  short,  the  International  Affairs  budget  is  an  essential 
investment  in  our  nation's  security  and  prosperity.   And  the 
fact  is,  Mr.  Chairman,  the  foreign  policy  strategy  that  this 
budget  supports  is  producing  tangible  benefits  for  the  American 
people  right  now. 

Allow  me  to  give  you  a  brief  update  on  the  significant 
progress  that  we  have  achieved  in  the  five  areas  of  opportunity 
I  outlined  for  you  in  January:   first,  promoting  an  open  global 
trading  system;  second,  developing  a  new  European  security 
architecture;  third,  helping  achieve  a  comprehensive  peace  in 
the  Middle  East;  fourth,  combating  the  spread  of  weapons  of 
mass  destruction;  and  fifth,  fighting  international  terrorism, 
crime,  and  narcotics. 

Economic  Security 

An  increasingly  open  trading  system  is  vital  to  American 
exports  and  American  jobs.   That  is  why  we  are  now  implementing 
the  Uruguay  Round  agreement  and  ensuring  that  the  new  World 
Trade  Organization  upholds  vital  trade  rules  and  disciplines. 
That  is  why  we  have  been  working  with  Japan  and  our  other  APEC 
partners  to  develop  a  blueprint  for  free  and  open  trade  in  the 
Asia-Pacific.   That  is  why  we  are  implementing  the  Summit  of 
the  Americas  Action  Plan  for  free  trade  in  our  hemisphere. 


-7- 

At  the  same  time,  it  is  essential  that  American  companies 
and  workers  be  able  to  take  advantage  of  the  opportunities  that 
these  negotiations  are  helping  to  create.   That  is  why  this 
Administration  is  sparing  no  effort  to  make  sure  that  our 
companies  can  compete  on  a  level  playing  field.   As  the  man  who 
sits  behind  what  I  call  the  America  Desk  at  the  State 
Department,  let  me  assure  you  that  I  am  determined  to  keep 
economic  and  commercial  diplomacy  at  the  core  of  the 
Department's  work. 

Exports  have  been  the  driving  force  in  our  economic 
recovery.   This  Administration  has  achieved  an  unprecedented 
degree  of  focus  and  coordination  in  our  export  promotion 
efforts,  and  over  the  last  two  years,  these  efforts  have 
created  more  than  one  million  high-paying  American  jobs .   For 
FY  1996,  we  have  requested  $900  million  to  sustain  that 
performance.   Our  embassies  around  the  world  are  working  harder 
than  ever  to  help  win  contracts,  safeguard  investments  and 
support  American  firms  and  jobs  in  every  way  they  can. 

We  have  really  changed  the  culture  of  the  State  Separtment 
in  this  respect.   I  am  pleased  to  see  CEOs  quoted  in  national 
publications  saying  that  they  have  never  seen  the  State 
Department  and  our  embassies  more  supportive  of  American 
business  . 

Most  recently,  we  have  achieved  several  important 
successes  in  our  trade  relations  with  China,  the  world's 
fastest  growing  market.   On  February  26,  for  e.xample,  we 
secured  China's  agreement  to  enforce  intellectual  property 
rights .   This  agreement  includes  specific  steps  to  stem  Chinese 
copyright  violations  and  to  improve  market  access  for 
information  and  entertainment  products.   Subsequently,  we  also 
reached  an  agreement  to  pursue  negotiations  on  market  access, 
in  particular  for  telecommunications,  insurance,  and 
agricultural  products.   And  our  commercial  promotion  efforts 
helped  pave  the  way  for  more  than  $6  billion  in  contracts 
finalized  during  Energy  Secretary  O'Leary's  trip  to  China  last 
month . 

Let  me  also  mention  the  significant  progress  we  have  made 
in  our  effort  to  address  the  economic  crisis  of  confidence  in 
Mexico.   With  the  full  support  of  the  congressional  leadership 
of  both  parties.  President  Clinton  put  forth  a  package  of 
support  for  Mexico  on  January  31.   Under  the  U.S. -Mexico 
Framework  Agreement  that  Treasury  Secretary  Rubin  and  Mexican 
Finance  Minister  Ortiz  announced  on  February  21,  the  United 
States  will  make  available  up  to  $20  billion  from  the  U.S. 
Treasury's  Exchange  Stabilization  Fund.   Our  support  will  be 
complemented  by  increased  commitments  now  totalling  $17.8 
billion  from  the  International  Monetary  Fund  and  $10  billion 
from  the  Bank  of  International  Settlements.   The  Mexican 
government  in  turn  announced  on  March  9  a  tough  economic 
stabilization  plan  that  tightens  monetary  policy,  cuts 
government  spending,  raises  taxes,  and  spurs  privatization. 
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It  will  take  time  for  the  full  impact  of  this  package  to 
be  felt  by  investors,  and  for  President  Zedillo's  strong 
economic  medicine  to  take  effect.   But  our  interest  in  helping 
Mexico  remains  clear:  the  prosperity  of  our  people,  the 
security  of  our  borders,  and  the  stability  of  our  closest  Latin 
neighbor  and  of  other  emerging  markets  in  which  we  have  a 
growing  stake  in  American  jobs,  exports  and  investments. 

European  Security  Architecture 

The  President's  comprehensive  strategy  to  build  a  new 
European  security  architecture  is  gathering  force.   Its  key 
elements  include  a  steady,  transparent  process  of  NATO 
enlargement,  enhancing  the  Partnership  for  Peace  (PFP)  , 
strengthening  the  Organization  for  Security  and  Cooperation  in 
Europe,  and  developing  the  NATO-Russia  relationship  in  parallel 
with  NATO  enlargement. 

The  President's  budget  request  meets  the  commitment  he 
made  in  Warsaw  last  July  to  help  the  states  of  Central  and 
Eastern  Europe  participate  in  the  PFP.   This  will  help 
potential  members  prepare  for  the  obligations  they  will  assume 
if  they  join  the  Alliance.   For  others,  it  will  help  promote 
their  close  cooperation  with  NATO. 

We  are  convinced  that  the  strategy  outlined  by  the 
Administration  offers  the  best  chance  to  promote  a  secure, 
stable,  undivided  Europe.   By  following  an  open,  inclusive, 
step-by-step  approach  to  NATO  enlargement,  we  give  every  new 
democracy  an  incentive  to  consolidate  reform. 

We  and  our  NATO  allies  will  complete  our  internal  study  on 
the  "how  and  why"  of  enlargement  and  discuss  it  with  partners 
this  fall,  so  that  we  will  be  ready  to  consider  next  steps  at 
the  December  NATO  Ministerial.   In  Geneva,  I  emphasized  to 
Foreign  Minister  Kozyrev  that  it  is  in  Russia's  interest  to 
participate  constructively  in  the  process  of  European 
integration.   Russia  has  an  enormous  stake  in  a  stable  and 
peaceful  Europe.   No  country  has  suffered  more  when  Europe  has 
not  been  at  peace.   Russia's  path  to  deeper  involvement  in 
Europe  is  open.   It  should  not  choose  to  isolate  itself  from 
this  effort. 

As  I  emphasized  in  January,  the  tragic  war  in  Bosnia 
underscores  the  urgency  of  building  a  more  effective  means  of 
conflict  prevention  and  resolution.   That  crisis  is  entering  a 
very  precarious  stage.   In  the  coming  months,  we  face  a  real 
risk  of  renewed  and  more  destructive  conflict  not  only  in 
Bosnia  but  perhaps  elsewhere  in  the  Balkans. 

Since  the  ceasefire  and  cessation  of  hostilities  in  Bosnia 
was  agreed  last  fall,  we  have  used  every  opportunity  to 
intensify  our  diplomatic  efforts  to  bring  an  end  to  the  war. 
Earlier  this  month,  American  leadership  was  instrumental  in 
persuading  President  Tudjman  to  allow  UN  forces  to  remain  in 
Croatia.   This  will  be  a  major  step  forward  in  our  common 
effort  to  prevent  a  wider  war.   It  will  inject  an  important 
element  of  stability  into  the  situation.   And  it  will  help 
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preserve  Croatia's  territorial  integrity--an  objective  we 
wholeheartedly  support.   For  all  these  reasons,  it  is  essential 
that  we  reach  expeditious  agreement  on  a  new  mandate. 

Two  weeks  ago,  on  the  anniversary  of  the  Washington 
Accords,  we  reaffirmed  our  commitment  to  support  the  Bosnian 
Federation  with  the  inaugural  meeting  of  a  new  support  group, 
the  "Friends  of  the  Federation." 

First   the  group  pledged  to  help  resolve  the  political  and 
constitutional  differences  that  have  complicated  implementation 
of  the  Federation.   I  have  appointed  Roberts  Owen,  the  former 
Legal  Advisor  of  the  State  Department,  as  arbitrator.   Second, 
we  will  seek  to  broaden  political,  economic,  and  moral  support 
to  advance  the  partnership  between  the  Muslim  and  Croat 
communities.   This  year,  the  United  States  will  contribute  $30 
million  for  reconstruction  and  development  in  the  Federation. 
Third,  we  will  focus  on  resolving  practical  problems  on  the 
ground.   We  will  work  with  all  sides  to  help  displaced  persons 
return  home  and  to  help  restore  unified  community  life. 

Finally,  we  are  undertaking  new  efforts  to  revitalize  the 
diplomatic  track  that  seeks  to  achieve  a  negotiated  settlement 
in  Bosnia-Herzegovina.   In  the  meantime,  I  have  called  on  all 
sides  to  respect  the  current  cessation  of  hostilities  and  to 
e.-.tend  it  before  it  e.xpires  on  May  1.   The  Contact  Group,  which 
resumed  its  meetings  in  London  on  Monday,  is  focusing  its 
efforts  to  this  end. 

I  remain  convinced  that  this  conflict  can  only  be  settled 
at  the  negotiating  table.  The  leadership  of  the  Pale  Serbs 
should  accept  the  Contact  Group  plan  as  the  starting  point  for 
a  iust  and  peaceful  solution.  The  integrity  of  the  Federation 
can  best  be  assured  if  a  settlement  is  achieved  that  preserves 
the  Bosnian  state  in  its  internationally  recognized  borders. 

Mr.  Chairman,  we  are  all  frustrated  by  the  intractability 
of  this  conflict.   But  as  I  have  said  repeatedly,  unilaterally 
lifting  the  arms  embargo  would  only  worsen  the  situation.   wnat 
Secretary  Perry  has  referred  to  as  the  "lift  and  pray   scenario 
would  neither  save  lives  nor  secure  peace.   It  would  lead  to 
the  withdrawal  of  UNPROFOR  and  an  escalation  of  violence.   it 
would  effectively  Americanize  the  conflict,  and  lead  others  to 
abandon  the  sanctions  on  Serbia.   And  it  would  undermine  the 
authority  of  all  UN  Security  Council  resolutions,  including 
resolutions  that  impose  sanctions  on  Iraq  and  Libya. 

Middle  Fast  Peace 

Nowhere  is  the  importance  and  effectiveness  of  sustained 
American  engagement  more  evident  than  in  the  Middle  East.   Over 
the  last  several  years,  we  have  witnessed  a  fundamental 
transformation  in  the  region,  a  transformation  that  this 
Administration  has  helped  to  inspire.   Our  budget  allocates 
$5.24  billion  to  maintain  our  efforts. 
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I  do  not  want  to  underestimate  the  challenges  we  face-- 
terrorism  by  those  who  want  to  kill  the  process  and  efforts  by 
states  like  Iraq  and  Iran  to  undercut  regional  stability.   At 
the  same  time,  we  have  seen  a  real  willingness  among  those  who 
desire  peace,  prosperity,  and  stability  to  stand  up  for  what 
they  believe  in.   From  our  friends  in  the  Gulf  resisting  Iraqi 
aggression  to  our  Arab  and  Israeli  allies  who  are  fighting  for 
peace,  there  is  a  genuine  commitment  to  create  a  new  future  for 
the  region. 

The  President  is  determined  to  support  that  goal.   Last 
week.  Vice  President  Gore  visited  the  region  to  bolster  the 
peace  process  and  to  discuss  bilateral  relations  with  Jordan, 
Oman,  Saudi  Arabia,  Israel  and  Egypt.   While  in  Egypt,  the  Vice 
President  inaugurated  the  U . S . -Egyptian  Partnership  for 
Economic  Growth  and  Development.   The  Vice  President  also 
visited  Jericho,  where  he  signed  three  major  projects  to 
advance  our  top  priorities  of  job  creation,  infrastructure  and 
community  rehabilitation,  and  private  sector  support.   The  Vice 
President  also  met  with  the  Secretary  General  of  the 
Organization  of  the  Islamic  Conference  to  discuss  relations 
between  the  Islamic  and  non-Islamic   orld. 

Building  on  the  momentum  of  the  February  2  Cairo  Summit 
and  the  unprecedented  meeting  at  Blair  House  on  February  12,  I 
traveled  to  the  region  from  March  7-14  to  offer  encouragement 
and  to  energize  the  negotiations.   I  found  all  the  parties 
dedicated,  serious,  and  resolved  to  move  ahead.   Indeed,  by  the 
end  of  my  trip,  we  had  succeeded  in  helping  the  parties  get  the 
process  back  on  track. 

First,  Israel  and  the  Palestinians  are  trying  to  meet  one 
another's  requirements  and  to  push  forward  in  their 
negotiations.   Israel  is  serious  about  moving  to  phase  two  of 
the  Declaration  of  Principles,  including  a  transfer  of 
authority,  redeployment  of  troops,  and  elections.   Security  and 
action  against  terror  are  Israel's  primary  concerns.   The 
Palestinian  Authority  has  taken  some  steps  to  deal  with  these 
issues,  but  it  must  fulfill  its  commitment  to  preempt  terror, 
punish  those  responsible,  and  deny  safehaven  to  those  who  plan 
and  carry  it  out.   The  creation  of  a  senior  security  committee 
announced  by  Minister  Peres  and  Chairman  Arafat  during  my  stay 
is  an  important  step  forward. 

We  know  that  economic  development  is  the  essential 
underpinning  of  a  secure  and  stable  peace.   I  visited  Gaza, 
where  I  encouraged  the  Palestinians  to  do  their  share  to 
develop  effective,  accountable  institutions.   The  United  States 
is  working  hard  to  provide  economic  assistance  and  to  support 
Palestinian  self-government  through  provision  of  vehicles  for 
the  Palestinian  police,  medical  assistance,  and  USDA  technical 
advice  to  expand  agricultural  development.   We  are  also 
encouraging  other  nations,  with  World  Bank  assistance  and 
coordination,  to  do  everything  they  can  to  fulfill  their 
pledges  for  1994  and  to  provide  assistance  in  1995. 
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Second,  my  trip  helped  re-energize  negotiations  between 
Israel  and  Syria.   We  succeeded  in  creating  a  work  plan  that 
has  begun  with  their  two  Ambassadors  meeting  under  our 
auspices.   We  will  continue  to  work  with  them  to  prepare  the 
ground  for  the  military  experts  on  each  side  to  meet.   I  do  not 
believe  in  last  chances,  but  we  are  entering  a  crucial  phase  on 
this  track.   If  a  breakthrough  is  to  be  achieved,  critical 
decisions  will  have  to  be  taken.   The  President  and  I  will 
continue  to  do  all  we  can  to  help  move  the  process  forward. 

Third,  I  was  able  to  underscore  America's  support  for 
Jordan's  courageous  role  in  the  peace  process--support  the  Vice 
President  reiterated  during  his  trip  to  the  region  last  week. 
Let  me  be  clear:   We  are  committed  to  full  debt  forgiveness  and 
we  will  meet  that  commitment.   This  is  an  opportunity  for  us  to 
show  the  King  of  Jordan  and  the  Jordanian  people  that  if  they 
are  prepared  to  take  risks  for  peace,  we  are  prepared  to 
support  them. 

And  fourth,  my  trip  helped  reaffirm  strong  backing  for  the 
maintenance  of  sanctions  against  Iraq.   We  recognize  the  desire 
of  many  parties  in  the  region  to  alleviate  the  suffering  of  the 
Iraqi  people,  and  we  will  work  within  the  framework  of  the  UN 
Security  Council  Resolutions  to  ease  their  burden.   But  make  no 
mistake:   The  suffering  of  the  Iraqi  people  is  a  direct 
consequence  of  Saddam  Hussein's  own  intransigence, 
indifference,  and  neglect.   There  can  be  no  relaxing  of 
sanctions  until  Iraq  complies  fully  with  the  relevant  UN 
obligations . 

I  want  to  add  something  about  a  matter  I  know  is  of  great 
concern  to  us  all:   the  fate  of  the  two  Americans  detained  in 
Iraq.   They  innocently  strayed  into  Iraq,  and  their  detention 
and  sentences  are  clearly  unjustified.   We  have  insisted  that 
they  be  released  immediately.   We  hold  the  Iraqi  government 
directly  accountable  for  their  well-being. 

We  are  vigorously  pursuing  a  range  of  diplomatic  channels 
to  secure  their  freedom,  reserving  all  of  our  options  in  this 
process.   Iraq  will  receive  no  concessions  and  has  nothing  to 
gain  from  continuing  to  hold  them  in  custody.   The  continued 
detention  of  these  two  men  demonstrates  that  Iraq  is  not 
qualified  to  re-enter  normal  relations  with  the  international 
community. 

I  would  also  like  to  address  the  situation  in  northern 
Iraq  and  the  Turkish  military  incursion.   The  United  States 
understands  Turkey' s  need  to  deal  firmly  with  the  PKK,  which  is 
a  vicious  terrorist  organization.   At  the  same  time,  we  will 
continue  to  insist  that  Ankara  do  everything  possible  to  avoid 
harm  to  the  civilian  population,  and  that  it  limit  the  scope 
and  duration  of  its  operation.   The  President  has  made  our 
views  of  this  operation  clear  to  Prime  Minister  Ciller,  and  I 
have  done  the  same  with  the  Prime  Minister  and  Foreign  Minister, 
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Non-Proliferation 

Our  fourth  area  of  emphasis  is  to  intensify  our  efforts  to 
stop  the  spread  of  weapons  of  mass  destruction  and  their  means 
of  delivery.   Our  1996  budget  dedicates  $166  million  to  meet 
proliferation  threats.   Of  this  sum,  $76.3  million  will  go  to 
the  Arms  Control  and  Disarmament  Agency  (ACDA)  to  support  its 
important  role  in  arms  control  policy,  implementation, 
negotiation,  and  verif ication--including  the  crucial 
implementation  of  the  Chemical  Weapons  Convention. 

Our  budget  also  provides  funds  to  the  International  Atomic 
Energy  Agency--an  organization  vital  in  our  non-proliferation 
efforts  and  especially  in  the  implementation  of  the  Agreed 
Framework  with  North  Korea.   And  it  replenishes  the 
Non-Proliferation  Fund  we  use  to  combat  nuclear  smuggling, 
strengthen  export  controls,  and  destroy  weapons  of  mass 
destruction  and  their  delivery  systems. 

The  centerpiece  of  our  strategy  remains  the  indefinite  and 
unconditional  extension  of  the  Non-Proliferation  Treaty,  which 
is  up  for  renewal  this  year.   As  President  Clinton  said  in  his 
recent  speech  at  the  Nixon  Center,  "The  NPT  is  the  principal 
reason  why  scores  of  nations  do  not  now  possess  nuclear 
weapons."   To  demonstrate  the  seriousness  of  the  U.S. 
commitment  to  NPT  extension,  the  President  has  ordered  that  200 
tons  of  fissile  material  be  permanently  withdrawn  from  the  U,S. 
nuclear  stockpile.   I  believe  that  our  concerted  diplomacy  will 
pay  off  with  support  from  a  majority  of  NPT  parties  for 
indefinite  extension. 

With  the  agreements  President  Clinton  signed  last  December 
in  Budapest,  we  are  also  implementing  the  START  I  nuclear 
reduction  treaty.   Prompt  Senate  ratification  of  START  II  will 
in  turn  enable  us  to  complete  the  work  we  began  with  START  I. 
Its  elimination  of  ICBMs  with  multiple  independently  targeted 
re-entry  vehicles  will  further  enhance  stability  and  lower  the 
chances  of  a  massive  nuclear  conflict.   At  the  same  time,  it 
will  enable  us  to  retain  a  strong  and  independent  deterrent. 

North  Korea  is  also  central  to  our  non-proliferation 
objectives.   We  are  working  hard  to  implement  the  Agreed 
Framework  that  we  concluded  with  North  Korea  last  fall.   Two 
weeks  ago,  representatives  of  Japan,  the  Republic  of  Korea  and 
the  United  States  met  in  New  York  to  establish  KEDO,  the  Korean 
Peninsula  Energy  Development  Organization.   Representatives 
from  20  other  nations  also  attended.   Several  countries, 
including  Australia,  Canada  and  New  Zealand,  have  made 
financial  contributions  to  support  KEDO' s  projects  and  have 
asked  to  join  the  organization. 

As  you  know,  the  Administration  is  seeking  to  reprogram 
some  funds  from  this  year' s  budget  to  support  KEDO' s  work  and 
we  have  requested  $22  million  for  fiscal  year  1996.   These 
expenditures  are  a  prudent  investment  in  support  of  vital 
regional  security  and  non-proliferation  goals.   Without  these 
funds,  KEDO  might  not  be  able  to  operate  or  carry  out  its 
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objectives,  which  would  damage  the  credibility  of  U.S. 
leadership,  jeopardize  implementation  of  the  Agreed  Framework, 
and  contribute  to  rising  security  tensions  on  the  Korean 
Peninsula.   As  Secretary  Perry  testified  before  the  Senate 
Foreign  Relations  Committee  in  January,  the  costs  of 
implementing  the  Agreed  Framework  pale  in  comparison  to  those 
associated  with  sanctions  and  a  military  buildup. 

We  are  holding  talks  with  North  Korea  to  ensure 
implementation  of  the  Framework.   We  have  made  clear  to  the 
DPRK  that  South  Korean  light-water  reactors  are  the  only 
financially  viable  option  if  the  light-water  reactor  project  is 
to  proceed.   We  have  also  made  clear  to  the  North  Koreans  our 
concerns  about  disposition  of  the  heavy  fuel  oil  deliveries 
specified  under  the  Framework,  and  have  insisted  that  they 
address  these  concerns  before  any  additional  oil  is  delivered. 

Throughout  this  process,  we  have  continued  to  consult 
often  and  in  depth  with  our  allies,  especially  the  South 
Koreans.   Since  I  last  met  with  you  in  January,  Deputy 
Secretary  Talbott  met  with  President  Kim  in  Seoul,  I  met  with 
the  ROK  Foreign  Minister  in  early  February  and  Assistant 
Secretary  Lord  has  met  with  counterparts  both  here  and  in  Seoul 
in  recent  weeks  to  coordinate  our  approach.   We  all  agree  that 
we  must  remain  vigilant  to  ensure  that  North  Korea  is  living  up 
to  its  obligations.   We  also  agree  that  the  careful,  step  by 
step  implementation  of  the  Agreed  Framework  is  far  preferable 
to  the  costly  and  dangerous  alternatives. 

Fighting  Terrorism,  Crime,  and  Drugs 

We  have  also  made  important  progress  in  our  fifth  area  of 
opportunity:   fighting  terrorism,  crime,  and  drugs.   From  the 
President's  Executive  Order  freezing  the  assets  of  certain 
terrorist  groups  to  the  spectacular  arrest  of  Ramzi  Yousef,  the 
alleged  mastermind  of  the  World  Trade  Center  bombing,  we  are 
matching  our  words  with  deeds.   Our  budget  requests  more  than 
$240  million  to  sustain  these  critical  efforts.   We  have  made 
substantial  progress  with  our  colleagues  at  Justice  and 
Treasury  in  developing  a  global  strategy  against  international 
narcotics  trafficking  and  crime.   We  will  be  consulting  with 
you  shortly  to  discuss  many  of  our  specific  proposals. 

Recent  terrorist  outrages,  from  the  ambush  of  American 
foreign  service  personnel  in  Karachi  to  the  horrifying  gas 
attack  in  Tokyo,  illustrate  the  importance  of  our  efforts. 
Favorable  and  timely  Congressional  action  on  the  President's 
Omnibus  Counterterrorism  Act  of  1995,  transmitted  in  February, 
would  give  the  Executive  Branch  important  new  tools  to  improve 
prevention,  investigation,  and  prosecution  of  terrorism. 

Earlier  this  week,  the  Administration  announced  a  renewed 
effort  to  work  with  other  members  of  the  UN  Security  Council  to 
toughen  the  sanctions  regime  on  Libya.   The  Clinton 
Adminstration  is  committed  to  exploring  every  possible  avenue 
to  obtain  Libyan  compliance  with  the  Security  Council 
resolutions  concerning  the  downing  of  Pan  Am  103  and  UTA  772. 
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Our  position  has  not  changed:   Libya  must  release  for  trial  in 
the  United  States  or  the  United  Kingdom  the  two  Libyans  who 
have  been  indicted  in  U.S.  and  British  courts. 

Thus  far,  the  Libyans  have  refused  to  comply.   That  is  why 
we  are  going  to  press  the  case  vigorously  for  a  total  embargo 
on  petroleum  products  from  Libya.   We  are  under  no  illusion 
that  this  will  be  an  easy  effort.   But  by  making  the  case,  we 
will  serve  notice  that  we  will  not  relent  until  the  suspects 
have  been  turned  over,  as  required  by  the  United  Nations. 


As  I  emphasized  in  January,  beyond  these  five  areas  we  are 
addressing  many  other  issues  important  to  our  nation' s 
interests--among  them,  defending  democracy  and  human  rights 
around  the  world.   Our  budget  requests  $1.3  billion  for  the 
United  States  Information  Agency,  an  agency  that  plays  a  unique 
role  in  strengthening  pluralism,  supporting  the  free  e.xchange 
of  news  and  ideas,  and  broadening  the  dialogue  between 
Americans,  their  institutions,  and  their  counterparts  abroad. 

USIA  has  been  at  the  forefront  of  the  streamlining  efforts 
initiated  by  the  National  Performance  Review.   Its 
consolidation  of  all  U.S.  Government  non-military  overseas 
broadcasting  will  generate  savings  of  $400  million  by  1997. 
Indeed,  our  FY  1996  request  represents  a  reduction  of  $123 
million  from  1995  levels. 

As  part  of  our  USIA  budget,  we  are  seeking  $26  million  for 
Radio  and  TV  Marti  to  continue  providing  the  Cuban  people 
uncensored  news  and  commentary.   The  fundamental  aim  of  our 
Cuba  policy  is  a  peaceful  transition  to  democracy,  respect  for 
the  human  rights  of  the  Cuban  people,  and  an  open  economy  with 
opportunity  for  all.   We  believe  the  best  means  of  achieving 
our  goal  is  to  continue  the  economic  embargo,  which  maintains 
pressure  on  the  government  of  Cuba,  while  reaching  out  to  the 
Cuban  people  through  humanitarian  donations  and  enhanced 
communications,  as  authorized  by  the  Cuban  Democracy  Act. 

The  Administration  is  currently  reviewing  carefully 
provisions  of  the  proposed  legislation  sponsored  by  Senator 
Helms,  Representative  Burton,  and  others.   Although  we  have 
reservations  about  some  aspects  of  these  bills,  we  are 
committed  to  working  closely  with  Congress  on  advancing  our 
mutual  interest  in  a  peaceful  transition  to  democracy  in  Cuba. 

American  engagement  in  the  world  is  also  reflected  in  our 
willingness  to  take  on  newer,  global  challenges  that  call  for 
international  partnership,  but  require  leadership  that  only  the 
United  States  can  provide.   We  can  no  longer  escape  the 
consequences  of  environmental  degradation,  unsustainable 
population  growth,  and  destabilizing  poverty  beyond  our  borders, 
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That  IS  why  the  Clinton  Administration  is  dedicated  to 
putting  our  efforts  to  promote  sustainable  development  into  the 
mainstream  of  American  diplomacy.   The  President's  FY  1996 
budget  requests  $5.2  billion  for  Promoting  Sustainable 
Development.   That  includes  funding  for  the  multilateral 
development  banks,  the  International  Monetary  Fund,  the  Peace 
Corps,  and  our  bilateral  and  multilateral  assistance  programs. 
I  believe  strongly  that  every  dollar  of  this  money  will  yield 
lasting  dividends  for  the  American  people. 


Mr.  Chairman,  for  50  years,  the  United  States  has  drawn 
strength  and  resolve  from  the  remarkable  bipartisan  consensus 
on  the  importance  of  American  engagement.   Of  course  there  is 
room  to  differ  on  specific  issues--on  the  best  ways  to  make 
peacekeeping  more  effective,  for  example,  or  the  the  best 
possible  targeting  of  our  assistance.   But  shortchanging  the 
resources  of  the  150  account  would  be  tantamount  to  gutting 
America's  capacity  to  lead.   We  know  that  we  must  lead,  but  we 
can  only  lead  if  others  are  willing  to  join  us--and  our  friends 
will  do  so  only  if  we  stand  by  our  commitments. 

Mr.  Chairman,  this  is  not  about  ideology  or  partisan 
politics.   It  is  about  safeguarding  the  vital  interests  of  our 
nation.   It  is  about  keeping  our  word  in  the  international 
community.   I  am  committed  to  working  closely  with  this 
Committee  and  this  Congress.   The  security  and  prosperity  of 
each  and  every  American  depend  upon  it. 
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House  Committee  on  International  Relations 

March  30,  1955 


Thank  you,  Mr.  Chairman,  for  allowing  me  this  opportunity  to  appear  before 
the  Subcommittee  today.    I  would  like  to  use  my  time  today  to  dispel  some  of  the 
myths  about  our  program  and  to  explain  the  vital  importance  of  funding  the 
President's  request. 

Much  of  the  talk  about  foreign  assistance  focuses  on  what  I  call  "the  foreign  aid 
that  was."    This  form  of  foreign  aid  was  a  significant  initiative  of  the  U.S. 
Government  during  the  Cold  War  period.    It  filled  financial  gaps  for  nations  that  were 
at  the  center  of  the  East- West  conflict.    It  was  conveyed  primarily  on  a  government- 
to-government  basis.    It  often  supported  leaders  whose  respect  for  democracy  and  free 
markets  was  problematic  at  best. 

This  is  the  kind  of  aid  that  did  much  to  make  the  American  people  cynical 
about  foreign  aid:    large  cash  outlays,  government-to-government  assistance,  power 
politics  paid  for  by  the  public  purse.    But  that  target  has  essentially  vanished.    Foreign 
assistance  has  changed;  the  "aid  that  is"  is  something  very  different. 

Our  program  seeks  the  maximum  return  from  each  dollar  spent.    It  is  relatively 
small  compared  to  other  sources,  such  as  development  banks,  UN  agencies,  and  other 
donor  nations.    It  has  been  reduced  by  20  percent  in  the  past  two  years.    Our  program 
is  increasingly  focused  upon  communities  as  well  as  national  governments.    It  builds 
partnerships  with  development-oriented  governments  and  emphasizes  participation 
from  the  grassroots  up.    It  emphasizes  empowerment  and  respect  for  human  rights. 

Our  program  today  is  designed  to  help  nations  consolidate  democratic  systems 
and  free  markets.    Our  work  creates  customers  for  U.S.  exports  and  addresses  the 
root  causes  of  international  disorder.    The  "aid  program  that  is"  makes  careful, 
mutually-reinforcing  investments  in  American's  own  self-interest. 

This  assistance  is  precisely  what  America  should  bring  to  the  post-Cold  War 
world. 
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First,  it  creates  economic  opportunities  tor  the  United  States. 

Second,  it  advances  our  foreign  policy  goals  of  creating  a  more  stable,  peaceful 
and  prosperous  world. 

Third,  it  advances  American  leadership  throughout  the  world. 

Some  critics  argue  that  our  program  is  charity,  something  we  do  out  of  the 
goodness  of  our  hearts.    Some  have  suggested  that  it  is  essentially  a  peripheral  matter, 
a  diversion,  even,  from  the  strategic  matters  of  state.    I  could  not  disagree  more. 

"Strategic"  matters  are  not  merely  those  that  may  involve  military  intervention 
or'direct  political  action,    The  deciding  issue  is  whether  our  national  security  and 
economic  well-being  are  affected.    Because  foreign  assistance  strengthens  our 
economy  and  addresses  the  root  causes  of  global  crisis,  it  is  a  strategic  weapon,  no 
less  than  our  missile  defense  was  during  the  Cold  War. 


Let  us  consider  the  economic  aspect  first.    Today,  exports  account  for  10 
percent  of  our  economy    -  double  the  level  of  only  a  decade  ago.    Exports  represent 
the  fastest-growing  sector  of  our  economy,  and  they  explain  our  surprising  economic 
vitality  and  low  rate  of  unemployment. 

But  the  opportunities  have  only  just  begun  to  emerge:  Today,  the  world's  gross 
national  product  is  52.'^..'^  trillion.    Most  of  the  economic  progress  in  the  last  decade 
has  occurred  in  the  developmg  world.    In  Latin  America  and  Asia  and  Africa,  our 
exports  are  growing  much  faster  than  they  are  in  Europe  in  Japan.    Our  trade  to  the 
developing  world  has  grown  by  45  percent  in  the  last  decade  and  much  of  the  growth 
has  come  in  high  value  exports  -  energy  efficient  equipment,  environmental 
technology,  computers,  communications,  software,  chemicals,  construction,  and  high 
tech  consulting  services. 

But  export  markets  do  not  emerge  out  of  thin  air.    To  participate  in  trade, 
nations  need  infrastructure,  and  social  stability,  and  a  middle  class,  and  a  policy 
environment  favorable  to  investment.    To  spend  abroad,  they  need  to  create  wealth  at 
home.    But  how? 

This  is  where  development  assistance  comes  in.    Our  business  is  creating 
customers.    Our  mission  is  helping  poor  nations  become  America's  trading  partners. 
Our  work  aims  to  address  the  problems  that  keep  nations  poor  and  prevent  them  from 
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joining  the  world  economy:  poor  health  and  bad  housing.    Endemic  poverty  and 
unsustainable  population  growth.    Urban  poHution  and  loss  of  farmland. 
Overregulation  and  political  repression.    Institutions  of  a  civic  culture  that  either  are 
undeveloped  or  absent.    Creating  tomorrow's Tustomers  is  a  strategic  opportunity  for  ' 
the  U.S..  one  that  we  dare  not  miss.    Helping  nations  overcome  the  obstacles  to 
development  is  an  investment  we  make  in  our  own  self-interest. 

An  enabling  environment  must  be  created  before  trade  and  investment  take 
place.    That  environment  comprises  policies,  laws,  institutions  and  attitudes  that 
enable  individuals  to  enter  into  business,  conduct  trade,  and  enjoy  the  fruit  of  their 
labor.    Such  an  environment  is  critical  to  the  emergence  of  free  markets  and  to  the 
transformation  of  developing  countries  into  attractive  places  for  foreign  investment. 
Our  mission  at  USAID  is  to  help  create  that  environment. 

In  Asia,  for  example.  USAID  is  helping  the  Indonesian  government  rewrite  a 
commercial  code  that  dates  back  to  the  1860s  and  is  written  in  Dutch.    The  new  code 
will  reduce  barriers  to  private  investment  and  decrease  the  costs  associated  with 
business  transactions.    A  revised  commercial  code  written  in  English  --  rather  than  in 
Dutch  or  Japanese  --  gives  us  an  advantage  over  competitors.    It  is  therefore  no 
surprise  that  U.S.  exports  to  Indonesia  are  expected  to  grow  from  S3. 3  billion  in  1991 
to  over  S6  billion  in  the  year  2000. 

In  Guatemala.  USAID  pioneered  a  program  to  promote  non-traditional  crops 
and  a  varied  export  economy.    We  supported  the  development  of  export  businesses 
devoted  to  specialty  fruits,  vegetables,  flowers,  and  plants.    We  helped  create 
transportation  and  marketing  arrangements  that  could  move  the  goods  to  market 
efficiently.    We  also  facilitated  the  reform  of  Guatemala's  tax  system,  helping  to 
improve  the  effectiveness  of  revenue  collection,  so  that  the  new  businesses  wouldn't 
bear  an  unfair  burden. 

The  result  was  an  export-driven  expansion  that  created  an  outward  looking 
middle  class  and  thousands  of  jobs.    These  initiatives  have  led  to  some  130,000  new 
jobs  and  greatly  increased  buying  power  for  the  poorest  Guatemalans.    With  the 
Guatemalan's  preference  for  U.S.  goods,  our  exports  have  increased  19%  annually 
since  1989  to  reach  more  than  SI. 3  billion  in  1993. 

These  are  alinost  classic  examples  of  sustainable  development,  the  objective  of 
USAID's  work.    Sustainable  development,  development  that  will  last  long  after  we 
leave,  is  a  process  that  creates  the  prerequisites  for  trade  with  the  United  States,  trade 
that  means  jobs  here  at  home. 
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The  second  objective  of  foreign  assistance  -  to  advance  our  foreign  policy 
goals  of  creating  a  more  stable,  peaceful  and  prosperous  world  —  is  equally  critical  to  ' 
our  nation's  long-term  interests.    Global  disorder  and  the  failure  of  nations  is  a  threat 
-  very  possibly,  THE  strategic  threat  in  the  post-Cold  War  era.    The  same  problems 
that  impede  nations  from  becoming  our  customers  also  create  chaos.    Problems  of 
development  exacerbate  each  other.    They  cause  nations  to  fail:  Expanding  populations 
compete  for  scarce  land;  poverty  brings  desperation  and  a  resort  to  desperate,  anti- 
social behavior,  even  terrorism;  the  absence  of  government  accountability  reinforces 
inequity  and  feeds  social  conflict.    The  result  is  a  continuum  that  can  run  all  the  way 
from  social  disruption  to  the  collapse  of  nations. 

But  the  continuum  can  run  in  the  opposite  direction  as  well:  This  is  where 
American  leadership  -  in  the  security  field,  in  international  economics,  in  diplomacy, 
and  in  the  field  of  development  --  comes  so  vitally  into  play.    For  just  as  chaos  feeds 
on  itself,  so  does  development.    So  does  respect  for  the  rule  of  law.    So  does  the 
expectation  of  international  order. 

Poverty  and  environmental  damage  and  unsustainable  population  growth  are  not 
simply  problems  for  the  developing  world;  they  are  problems  that  affect  the  United 
States  of  America.    To  those  who  think  we  can  turn  away  from  a  disorderly  world,  I 
would  ask:  What  will  we  do  15  years  hence,  when,  as  predicted,  more  air  pollution 
comes  from  outside  our  borders  than  from  within?    How  will  we  deal  with  the 
refugees,  now  in  the  millions,  who  are  fleeing  poverty  and  civil  conflict?    How  will 
we  wall  out  diseases  such  as  AIDS  or  tuberculosis  or  hantavirus  or  dengue  or  a  dozen 
others  that  are  gaining  a  foothold  in  urban  slums  or  the  stagnant  pools  of  destroyed 
rain  forests? 

If  nations  fail,  and  then  whole  regions,  will  our  political  interests  be  unaffected? 
If  new  markets  fail  to  develop,  will  our  children  and  grandchildren  be  economically 
secure?    These,  then,  are  strategic  challenges,  for  they  affect  our  nation's  economic 
health  and  physical  security,  and  the  answers  we  are  proposing  are  every  bit  as 
strategic  in  nature.    Mr.  Chairman,  I  believe  that  the  Committee  must  look  upon  our 
request  and  our  work  in  this  light.    To  do  otherwise  is  to  misperceive  the  world  and 
undercut  the  ability  of  the  United  States  to  respond  to  the  challenges  it  imposes  on  us. 

This  budget  and  the  other  budgets  that  make  up  the  150  Account  should  be  an 
arsenal  -  I  repeat:  an  arsenal  —  with  which  we  address  geopolitical  problems  and 
advance  our  economic  and  political  interests.    But  the  international  affairs  accounts 
and  USAID  have  been  cut  dramatically  in  the  last  decade. 
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Since  1985,  the  International  AtYairs  Function  ot  the  Federal  Budget  has  been 
cut  42.0%  in  real  terms.    In  contrast,  domestic  functions  increased  23.2%  in  real 
terms.    Ten  years  ago,  the  150  Account  absorbed  2.5%  of  the  federal  budget.    Today, 
it  has  been  halved,  to  1.2%.    Moreover,  during  that  same  time.  USAID's  budget  has  ■ 
been  reduced  by  nearly  half--  48.6%  in  real  terms. 

In  1985.  concern  about  the  federal  deficit  led  to  passage  of  the  Gramm- 
Rudman-Hollings  law.    At  that  point,  the  deficit  was  about  20%  of  the  budget. 
Today,  the  deficit  is  only  slightly  less  in  dollar  terms,  but  its  share  of  the  budget  has 
decreased  to  12%.    Since  the  International  Affairs  Function  has  suffered    a  42.0%  cut 
since  1985,  it  is  clear  that  the  150  Account  has  paid  more  than  its  fair  share. 

We  also  have  taken  on  significant  new  responsibilities:  We  have  initiated 
programs  for  Central  and  Eastern  Europe  and  the  Newly  Independent  States  of  the 
Former  Soviet  Union.    We  have  dramatically  expanded  our  activities  in  South  Africa. 
A  series  of  crises  in  Africa  have  made  unparalleled  demands  upon  our  humanitarian 
assistance.    We  have  launched  microenterprise  and  environmental  initiatives  in  Latin 
America.    We  moved  quickly  to  support  Palestinian  development  in  the  West  Bank 
and  Gaza.    And  monies  for  the  Camp  David  countries  have  remained  constant  during 
the  last  decade  (excluding  the  1985  emergency  supplemental). 

Given  these  added  responsibilities,  the  cuts  have  fallen  most  heavily  on  the 
poorest  nations.    The  countries  we  now  are  least  able  to  help  are  the  same  ones  that 
are  most  at  risk.    They  comprise  much  of  the  strategic  development  threat  we  now 
face.    And  places  like  Africa.  South  Asia,  and  Latin  America,  with  their  hundreds  of 
millions  of  people,  represent  the  last  great  emerging  markets.    They  mean  jobs  and 
prosperity  for  the  next  generation  of  Americans. 

But  Mr.  Chairman,  the  resources  available  for  poor  countries  ten  years  ago 
were  twice  what  they  are  today.    Development  Assistance,  the  Development  Fund  for 
Africa,  ESF,  PL.  480,  and  Disaster  Assistance  are  not  simply  budget  items;  they  are 
investments;  indeed,  they  are  geopolitical  opportunities,  opportunities  we  will  miss  if 
the  cuts  envisioned  by  the  Budget  Committee  or  others  become  law.    We  are  not 
asking  the  committee  to  restore  the  levels  that  were  funded  in  1985.    But  we  are 
asking  yog , not  to  further  diminish  our  ability  lo  make  investments  for  America's 
future  in  poor  but  promising  countries 

If  reports  are  correct,  some  of  your  colleagues  are  advocating  cuts  of  up  to  a 
third  of  the  150  Account.    Such  reductions  would  impede  our  ability  to  fulfill  our 
mission.    They  would  obstruct  the  ability  of  USAID  to  help  create  economic 
opportunities  for  the  U.S.,  advance  America's  diplomatic  interests,  and  serve  as  an 


83 


instrument  of  U.S.  leadership.    The  budget  which  the  Administration  has  submitted 
recognizes  the  necessity  of  reducing  spending  on  foreign  assistance,  as  in  other  areas 
of  discretionary  spending.    But  unlike  the  wholesale  cuts  that  have  been  floated,  it  will 
put  the  Agency  on  a  glide  path  that  will  save  resources  while  enabling  us  to  continue    " 
to  achieve  our  goals. 

The  Administration  has  proposed  reductions  of  3%,  5%,  7%  and  9%  from  the 
FY  1996  request  level  for  Fiscal  Years  1997-2000  for  all  programs  in  the  International 
Affairs  function  of  the  budget,  including  USAID.    While  the  specifics  must  still  be 
worked  out.    these  figures  will  provide  responsible  deficit  reduction  without 
endangering  our  nation's  ability  to  advance  its  economic  and  political  needs. 


The  third  objective  of  our  mission  is  the  projection  of  American  leadership.    At 
times,  we  will  have  to  take  the  lead  in  addressing  emerging  international  problems  or 
seizing  new  opportunities.    Unfortunately,  the  United  States  cannot  simply  gin  up 
development  out  of  thin  air  when  the  opportunity  -  or  threat  --  arises.    USAID  was 
able  to  take  on  many  of  the  new  responsibilities  I  listed  before  precisely  because  we 
had  the  capability,  experience,  and  personnel  to  respond  quickly  to  these  new 
imperatives.    Our  Initiative  for  South  Africa,  that  helped  bring  about  a  peaceful 
transfer  of  power  and  is  now  supporting  profound  economic  and  political  growth,  is 
an  example  of  this,  and  our  reforms  have  strengthened  our  capacity  for  quick 
response. 

Mr.  Chairman,  if  four  years  ago.  Development  Assistance  had  been  subjected 
the  cuts  that  are  now  being  suggested  by  some  of  your  colleagues  in  the  Congress,  we 
could  not  have  launched  the  Microenterprise  Initiative  that  is  helping  tens  of  thousands 
of  poor  people  in  places  like  Bolivia  and  Indonesia  become  members  of  the  middle 
class  and  customers  for  American  exports.    We  could  not  have  moved  quickly  to  help 
sustain  the  peace  agreement  in  the  West  Bank  and  Gaza.    We  could  not  have  funded 
our  Initiative  for  the  Education  of  Women  and  Girls  that  will  accelerate  economic 
growth  and  strengthen  democracy  in  much  of  the  developing  world. 

The  ramifications  of  funding  changes  go  beyond  the  needs  we  cannot  meet. 
They  also  affect  opportunities  we  may  miss  in  the  future:  During  the  last  decade,  we 
have  been  able  to  respond  to  new  opportunities  in  part  because  of  our  integrated  work 
and  our  economies  of  scale.    Our  remarkable  program  in  Haiti,  which  is  cementing 
the  restoration  of  the  elected  government,  is  an  example  of  this.    It  combines 
economic  initiatives  and  institution-building.    We  are  helping  the  people  of 
Mozambique  rebuild  after  a  terrible  civil  war.    These  nations  could  have  become 
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bottomless  sinkholes  lor  huiiianilanan  relief;  instead,  they  are  moving  onto  the  path  of 
sustainable  development. 

Not  without  difficulty.  I  agree.    But  sooner  than  we  think,  Haiti  and 
Mozambique  may  be  our  customers,  not  our  wards.    In  the  near  future,  we  may  have 
the  opportunity  to  support  elections  in  Angola  and  even  assist  the  people  of  Cuba 
rebuild  after  the  end  of  communism.    But  to  meet  these  challenges,  the  U.S.  needs  to 
have  the  talent,  infrastructure,  and  wherewithal  to  help. 

The  scope  of  the  U.S.  program  has  enabled  our  nation  to  exercise  leadership 
throughout  the  development  community.    We  have  been  able  to  encourage  other 
nations  and  institutions  to  focus  on  concerns  such  as  public  health,  environmental 
protection,  and  the  education  of  women  and  girls.    Our  international  leadership,  for 
example,  helped  eliminate  Guinea  Worm,  a  dreadful  parasite  that  once  prevented 
millions  of  Africans  from  working.    We  helped  lead  an  international  crusade  that 
exterminated  polio  throughout  the  entire  Western  Hemisphere.    Imagine,  the  same 
disease  that  terrified  Americans  only  forty  years  ago  -  gone.    Polio  can  become  the 
second  disease,  after  smallpox,  to  be  rendered  extinct  everywhere.    But  that  will 
require  continued  leadership  on  our  part.    Unfortunately,  Mr.  Chairman,  some  of  the 
cuts  that  have  been  proposed  in  recent  months  would  diminish  our  ability  to  lead  that 
crusade  or  any  other. 

For  instance,  the  "Illustrative  List"  of  budget  cuts  provided  by  the  House 
Budget  Committee  would  stop  all  new  capital  to  the  Multilateral  Development  Banks 
and  terminate  all  assistance  to  the  International  Development  Association.    The  cut  in 
funds  to  IDA  and  the  cuts  in    the  African  Development  Bank  would  strike  a  double 
blow  at  the  poorest  nations  in  Africa.    Over  five  years,  it  would  eliminate  S2.66 
billion  in  budget  outlays  for  USAID.    Such  reductions  would  profoundly  damage  the 
prospects  of  the  poorest  countries  and  two  billion  poor  people.    This,  in  turn,  would 
undermine  America's  own  political  and  economic  interests. 

Those  poor  people.  I  would  remind  you,  are  not  faceless  victims.    They  are 
individuals.    They  are  potential  participants  in  a  community  of  democracies,  potential 
customers  in  a  global  economy.    .As  I  have  seen  throughout  the  world,  they  lack 
practically  everything,  but  not  a  belief  in  themselves.    They  know  about  the  Asian 
miracle  that  has  transformed  Korea  and  Taiwan.    In  many  ways,  the  world's  poor  are 
ready  to  be  members  of  the  middle  class,  needing  only  a  modicum  of  investment  in 
their  human  capital  to  succeed. 

Our  mission  aims  at  helping  to  create  an  enabling  environment  that  facilitates 
growth  and  attracts  trade  and  investment.    That  environment  includes  policies,  laws. 
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institutions  and  attitudes  that  enable  individuals  to  enter  into  business,  conduct  trade, 
and  enjoy  the  fruit  of  their  labor.    Such  an^invironment  is  critical  to  the  emergence  of 
free  markets  and  to  the  transformation  of  developing  countries  into  attractive  places 
for  American  investment. 

We  want  the  countries  in  which  USAID  works  to  achieve  sustainable  growth  so 
that  we  leave  --  as  we  will  soon  in  Costa  Rica,  Tunisia,  Thailand  and  Botswana  — 
with  reasonable  confidence  that  progress  will  continue.    Simply  put,  we  want  to 
accomplish  our  mission  and  then  put  ourselves  out  of  business.    But  Mr.  Chairman, 
we  need  the  wherewithal  to  accomplish  this  mission.    Simply  pulling  up  stakes  will 
not  constitute  a  declaration  of  victory. 

And  I  would  remind  the  Committee  that  whether  the  U.S.  chooses  to  lead, 
other  donors  will  emulate  our  example,  for  better  or  worse.    The  cuts  that  we  have 
made  in  the  last  decade  have  not  occurred  in  a  vacuum.    The  Organization  for 
Economic  Cooperation  and  Development  reported  that  in  1993,  Overseas  Development 
Assistance  decreased  by  8%.    It  is  e.xpected  that  the  statistics  for  1994  will  show 
additional  reductions.    This  trend  represents  the  opposite  of  the  multiplier  effect;  it  is 
a  divider  effect,  where  every  dollar  we  cut  reduces  the  outlays  of  other  nations  by 
several  dollars  more. 

It  is  inescapable:  Washington's  leverage  works  in  two  directions.    Our  decisions 
can  resonate  for  the  better,  or  for  the  worse. 


We  understand  fully  that  every  government  agency  must  become  more  efficient 
and  must  do  more  with  less.    We  have  been  hard  at  work  reinventing  USAID  during 
the  last  two  years  to  fulfill  this  very  goal.    We  want  to  be  able  to  do  more  with  less. 

To  begin  this  process,  we  offered  the  entire  agency  as  a  laboratory  for  Vice- 
President  Gore"s  "Reinventing  Government"  effort.    As  a  result,  USAID  has  been 
making  substantial  changes  in  every  aspect  of  its  operations  from  program  focus  to 
procurement  to  financial  management  to  the  very  heart  of  the  agency  --  its  project 
process. 

These  reforms  include: 

•    Closing  21  missions  (with  6  more  to  be  announced  in  the  near  future)  to 
permit  focusing  on  those  countries  which  can  best  use  U.S.  assistance.    Six  of  these 
posts  are  already  closed  and  the  rest  of  the  2\  will  be  shut  down  by  September  1996. 
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This  action  will  resirit  in  a  savings  of  585  positions  i  including  contractors)  and 
S15.000.000  annually  by  FY  1997. 

•  Focusing  our  program  on  Hve  strategic  objectives:  creating  new  markets  for' 
U.S.  goods  and  services,  addressing  global  concerns  such  as  population  growth  and 
environmental  damage,  helping  emerging  democracies  protect  individual  freedom  and 
free  markets  through  the  rule  of  law.  and  providing  humanitarian  assistance  to  victims 
of  natural  and  man-made  disasters. 

•  Reengineering  the  agency's  project  design  and  implementation  systems  to 
reduce  the  time  from  project  idea  to  implementation  from  27  months  to  6  months. 

•  Focusing  the  agency's  programs  on  obtaining  measurable  results  at  the 
agency,  regional,  and  country  levels  and  not  only  on  inputs  of  specific  amounts  of 
money.    If  results  are  not  being  achieved,  programs  will  be  redesigned  or  terminated. 

•  Reorganizing  and  streamlining  our  Washington  headquarters  including  the 
elimination  of  90  organizational  structures  --  that  is.  25%  of  USAID  organizational 
units. 

•  Streamlining  USAID's  procurement  process  and  opening  it  up  to  a  broad 
array  of  qualified  applicants.    Vendor  town  meetings  were  held  on  the  east  and  west 
coasts  last  year  and  are  being  scheduled  for  the  south  and  midwest  in  1995.    Now, 
fully  79  percent  of  the  USAID  procurement  budget,  spent  to  purchase  goods  and 
services  essential  to  our  development  work,  is  spent  here  in  the  United  States. 

•  Developing  a  new  financial  management  system  that  consolidates  11  separate 
accounting  systems  into  one  and  will  bring  greater  transparency  and  accountability  to 
the  agency's  operations.    For  example,  for  the  first  time,  we  are  now  able  to  identify 
funds  in  poorly  performing  projects  that  have  not  been  expended  in  a  timely  manner 
and  reprogram  them  for  higher  priority  uses.    This  system,  like  others  we  are 
implementing,  has  become  a  model  for  other  government  agencies. 

Our  efforts  are  succeeding.    So  inuch  so  that  a  member  of  the  Ferris 
Commission  which  President  Bush  appointed  to  review  USAID  in  1993,  said  last 
month  "This  is  the  most  remarkable  transformation  of  a  government  agency  I  have 
ever  seen." 

What  will  these  changes  mean.'    Transparency  that  will  enable  both  the 
Congress  and  American  taxpayers  to  sec  how  USAID  targets  its  resources,  what 
results  it  plans  to  achieve,  and  whether  ihose  results  are  accomplished.    The 
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management  reforms  will  also  free  USAID  field  staff  to  concentrate  on  what  they  do 
best:  saving  children's  lives,  reducing  environmental  degradation,  and  encouraging 
economic  reforms.    We  will  spend  less  time  on  bureaucracy  and  paperwork. 

We  haven't  made  these  changes  to  save  a  bureaucracy.    We  have  fixed  what  is 
wrong  because  we  believe  that  if  America  is  to  lead,  it  must  lead  with  the  best 
development  agency  in  the  world. 


I  mentioned  earlier  that  the  "foreign-aid-that-was"  was  mostly  dominated  and 
financed  by  the  United  States.    Today,  our  bilateral  assistance  is  closely  coordinated 
with  multilateral  programs  in  the  150  Account.    In  1963,  U.S.  programs  accounted  for 
61  %  per  cent  of  total  bilateral  aid  efforts  by  the  industrial  nations;  in  1993,  it 
constituted  17%.    Today,  multilateral  assistance  through  the  World  Bank,  other 
development  banks,  and  UN  agencies  is  considerably  larger  than  the  U.S.  bilateral 
program.    These  multilateral  institutions  now  play  much  of  the  role  in  financing 
economic  growth  that  the  bilateral  program  used  to  play. 

But  U.S.  obligations  in  these  institutions  still  represent  about  one-fifth  on  total 
contributions,  and  as  such,  are  leveraged  so  that  they  create  assistance  worth  much 
more  than  the  money  pledged.    This  is  a  sizeable  bang  for  the  buck.    Moreover, 
multilateral  institutions  rely  upon  USAlD's  in-country  missions  to  provide  guidance 
and  support  in  developing  nations  where  we  both  work.    Our  missions  enable 
multilateral  institutions  to  concentrate  their  resources  on  development  projects;  they 
provide  a  bridge  to  local  communities  and  governments;  and  they  facilitate  cooperation 
that  saves  time  and  money  for  all  concerned. 

We  are  also  applying  leveraging  to  our  bilateral  programs.    The  Enhanced 
Credit  Authority  (ECA)  is  a  new  initiative  proposed  for  FY  1996.    Under  EGA,  credit 
authority  (i.e.  loans  and  loan  guarantees)  would  be  used  to  finance  development 
assistance  projects  where  the  same  development  goals  can  be  met  with  credits  instead 
of  grants  and  where  the  credit  risk  can  be  reasonably  estimated  and  managed.    Such 
credits  are  not  cost  free.    But  under  the  credit  reform  rules  enacted  by  Congress,  the 
estimated  true  cost  of  such  credits  would  be  on  budget  and  covered  by  specific 
appropriations. 

We  intend  to  concentrate  ECA  in  countries  that  are  close  to  graduating  from 
foreign  assistance  and  who  are  credit- worthy.    This  will  give  us  greater  flexibility  in 
funding.    It  also  will  enhance  the  ability  of  the  nations  we  assist  to  sustain  every 
aspect  of  development,  from  planning  to  training  to  long-term  implementation. 
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Wherever  it  is  employed.  ECA  will  allow  USAID  to  leverage  scarce  resources  and 
provide  capital  that  will  finance  goods  and  iaciiities  that  directly  help  people. 
S  10.000.000  in  budget  authority  requested  for  ECA  in  FY  1996  would  be  expected  to 
leverage  between  S70. 000. 000  and  SIOO. 000.^00  in  loans  and  guarantees. 

Mr.  Chairman,  the  full  details  of  our  request  for  FY  1996  are  included  in  the 
attached  budget  submission.    1  welcome  the  opportunity  to  discuss  the  specifics  of  our 
programs  at  length  with  you.    Each  of  these  programs  is  designed  to  promote 
development  that  is  sustainable,  that  empowers  individuals  and  communities,  that  helps 
consolidate  democracy  and  the  free  market,  that  lays  the  groundwork  for  new 
American  markets,  and  that  in  every  way  possible,  advances  the  interests  of  our 
nation. 

Our  work  embodies  the  best  ideals  of  the  American  people.    The  people  we 
help  --  the  little  girl  in  Bangladesh,  the  grandmother  in  Moscow,  the  farmers  in 
Bolivia,  and  increasingly,  the  American  communities  with  whom  we  share  the  lessons 
we  have  learned  abroad  --  are  our  neighbors.    Our  work  gives  substance  to  a  two 
century-old  American  belief  that  we  must  be  a  caring  neighbor.    That  our  own 
actions  help  build  a  community  of  nations.    That  by  helping  others,  we  help  ourselves. 


END 
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STATEMENT  OF  LffiUTENANT  GENERAL  THOMAS  G.  RHAME 

Director,  Defense  Security  Assistance  Agency 

before  the 

House  International  Relations  Committee 

March  30,  1995 


Good  afternoon,  Mr.  Chairman  and  members  of  the  committee.  I 
appreciate  the  opportunity  to  appear  before  you  today  to  present  the 
Department  of  Defense  views  on  FY96  military  assistance  programs  funded 
in  the  International  Affairs  budget. 

INTRODUCTION 

The  Defense  Security  Assistance  Agency  (DSAA)  directs, 
administers,  and  supervises  the  execution  of  mihtary  assistance  programs 
and  is  the  Department  of  Defense  (DoD)  primary  policy  and  management 
oversight  organization  for  these  programs.  Military  assistance  programs 
include:  Foreign  Military  Sales  (FMS),  the  govemment-to-govemment 
channel  for  selling  US  defense  equipment,  services,  and  training;  Foreign 
Military  Financing  (FMF),  which  finances  military  sales  for  selected 
countries;  International  Military  Education  and  Training  (IMET)  program, 
the  highly  effective  low-cost  grant  program  that  provides  professional 
military  education  and  training  to  more  than  3,500  foreign  military  and 
civilian  personnel  annually;  and  the  Excess  Defense  Article  (EDA) 
program,  which  allows  the  transfer  or  sale  to  eligible  countries  of  older 
defense  equipment  no  longer  needed  by  our  own  armed  forces. 

The  Agency's  mission  continues  to  be  important  in  the  post-Cold  War 
era  and,  in  many  ways,  has  grown  with  the  increased  involvement  of  DoD  in 
regional  policy  issues  and  coalition  defense.  As  the  overseas  presence  of 
US  military  personnel  continues  to  decline,  the  importance  of  US  security 
assistance  personnel  overseas  in  representing  US  interests  and  commitment 
increases. 

Our  legislative  program  for  FY96  and  beyond  includes  both 
authorization  and  appropriations  components.  It  supports  initiatives  that 
will  allow  US  defense  personnel  to  interact  with  foreign  defense  personnel 
on  a  systematic  and  cooperative  basis  to  achieve  national  security 
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objectives.  It  directly  supports  the  National  Security  Strategy  and  the 
National  Military  Strategy  of  the  United  States  by  supporting  peacetime 
engagement,  deterrence  and  conflict  prevention,  and  ultimately  our  ability 
to  fight  and  win.  Military  assistance  programs  promote  US  forward 
presence—our  ability  to  both  influence  and  provide  security  assurances  to 
our  friends  and  allies  around  the  world. 

Over  the  years,  US  military  power  and  assistance  have  supported  US 
foreign  policy  interests.  They  have  contributed  to  historic  progress  in 
resolving  regional  conflicts  and  bolstering  emerging  democracies.  For 
example,  during  the  past  year,  US  armed  forces  were  again  called  to  join 
with  our  regional  partners  in  the  Persian  Gulf  to  stop  Iraqi  aggression. 
Closer  to  home,  we  and  our  coalition  partners  helped  restore  the  duly 
elected  President  to  our  close  neighbor  Haiti  and  paved  the  way  for  the 
peacekeepers  of  other  nations  to  carry  on  the  mission. 

This  year  saw  Israel  and  the  PLO,  and  Israel  and  Jordan  enter  into 
historic  peace  agreements.  We  believe  that  US  military  assistance  provides 
both  influence  and  assurance  in  the  region,  enabling  these  regional  actors  to 
take  such  bold  steps  toward  peace.  In  Europe,  we  began  working  with  our 
NATO  aJies  to  develop  a  new  "security  architecture"  and  continued  to 
work  to  reduce  the  threat  posed  by  the  nuclear  arsenals  of  the  former  Soviet 
Union.  In  addition,  we  helped  to  launch  a  renewed  regional  security 
dialogue  with  the  nations  of  the  Asia-Pacific  region. 

In  spite  of  this  progress,  threats  to  US  national  security  persist. 
Rogue  regimes  continue  to  try  to  build  and  acquire  weapons  of  mass 
destruction.  Hostile  regional  powers  still  use  aggression  and  terror  to 
intimidate  and  dominate  their  neighbors.  Internal  civil  conflicts  continue  to 
have  the  potential  to  undermine  regional  stability  and  democracy. 

Our  Fy96  security  assistance  budget  request  represents  the  amount  of 
military  assistance  we  believe  is  needed  to  maintain  and  expand  US  defense 
presence  and  influence  around  the  globe.  At  the  center  of  this  effort  is  the 
International  Military  Education  and  Training  (IMET)  program.  We 
believe,  and  this  is  continuously  and  strongly  reinforced  by  the  regional 
CINCs,  that  this  program  is  the  most  cost-effective  component  of  military 
assistance  and  essential  to  the  success  of  our  regional  strategies. 
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Our  total  FY96  Foreign  Military  Financing  (FMF)  grant  request  is 
$3.35  billion.  Our  request  for  the  Middle  East  includes  $3.13  billion  to 
support  the  traditional  amount  for  the  Camp  David  countries  and  a  modest 
request  for  Jordan.  Our  $85  million  request  for  Central  Europe  and  the  NIS 
will  fund  the  Baltic  Peacekeeping  Battalion,  Central  Europe  (CE)  Defense 
Infrastructure  program  and  the  Warsaw  Initiative.  The  request  also  includes 
$89.89  million  in  loan  subsidies  to  support  U.S.  Treasury  rate  loans  to 
Turkey  and  Greece. 

Our  military  assistance  request  for  Latin  America  and  the  Caribbean 
will  allow  us  to  provide  aid  important  to  the  ongoing  effort  to  reorient 
Haitian  security  forces  and  thereby  complete  the  US  and  UN  mission  in  that 
country.  Our  $3  million  FMF  request  will  also  allow  us  to  provide  much- 
needed  support  to  Caribbean  security  forces  that  have  been  so  important  to 
the  multinational  operation  in  Haiti  and  potentially  to  provide  $7  million  to 
fund  a  restructured  security  force  in  Haiti.  We  are  also  proposing  funding 
for  Cambodia  as  it  seeks  to  restructure,  as  well  as  $10  million  for  demining 
programs  that  will  complement  the  $10  million  request  in  the  defense 
budget  to  continue  critical  demining  efforts  around  the  world. 

We  have  also  requested  $24  million  to  fund  Defense  Administrative 
Costs.  These  funds  pay  the  operating  costs  for  all  non-Foreign  Military 
Sales  (FMS)  security  assistance  activities,  such  as  IMET,  grant  EDA 
transfers,  and  our  overseas  security  assistance  organizations'  (SAO) 
continuing  responsibility  to  monitor  the  end-use  and  disposition  of  end- 
items  transferred  to  allies  and  friends  over  the  years.  SAOs  are  a  key 
component  of  our  military  forward  presence  overseas;  indeed  in  many 
countries  they  are  our  only  military  presence.  They  represent  the  US 
commitment  to  security  cooperation  and  the  key  to  the  development  and 
effective  management  of  security  assistance  programs. 

Of  the  $24  million  requested  for  Defense  Administrative  Costs,  $17 
million  will  support  our  SAOs,  representing  almost  half  of  their  operating 
budget  (the  balance  of  the  SAOs  operating  budget  is  funded  with 
administrative  funds  collected  on  Foreign  Military  Sales,  supporting  that 
portion  of  the  SAOs  work  that  directly  relates  to  FMS).  The  modest  increase 
reflected  in  our  request  for  Defense  Administrative  Costs  is  highly 
important  to  our  ability  to  establish  an  SAO  presence  throughout  Central 
Europe  over  the  next  several  years.  The  expansion  of  ongoing  programs  in 
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that  region,  primarily  IMET,  non-lethal  EDA  transfers,  and  our  commitment 
to  the  Baltic  Peacekeeping  Battalion  require  dedicated  security  assistance 
personnel  to  plan  and  manage  these  programs  effectively.  The  launching  of 
major  new  programs  in  furtherance  of  the  Partnership  for  Peace  and  closer 
bilateral  defense  relations  mzikes  the  establishment  of  these  S  AOs  all  the 
more  urgent. 

Mr.  Chairman,  our  budget  request  represents  only  a  part  of  our 
legislative  priorities  for  Fy96  and  the  future.  We  also  intend  to  pursue 
enactment  of  several  important  military  assistance  authorization  initiatives. 
Some  of  these  initiatives  involve  changes  to  security  assistance  policy. 
They  include  rationalization  of  excess  defense  articles  authorities  and  the 
exemption  of  IMET-funded  training  from  Brooke  and  Pressler  amendment 
sanctions.  Others  are  what  I  like  to  call  "Good  Government"  initiatives. 
They  include  initiatives  to  restore  common  practices  for  FMS  and 
commercial  defense  sales  and  to  streamline  FMS  logistics  support 
procedures. 

First,  I  would  like  to  review  our  FY96  military  assistance  budget 
request  in  some  detail.  Second,  I  will  explain  our  highest  priority 
authorization  initiatives. 

FY96  INTERNATIONAL  AFFAIRS  BUDGET  REQUEST 

IMET 

The  International  Military  Education  and  Training  (IMET)  program  is 
one  of  the  most  cost-effective  components  of  US  foreign  policy.  This 
program  provides  grant  military  education  and  training  to  over  3,500 
foreign  military  and  civilian  personnel  from  over  100  friendly  and  allied 
nations  each  year.  It  allows  foreign  military  students  an  opportunity  to 
enhance  their  military  professionalism  along  western  lines,  strengthen  their 
own  training  capabilities,  and  provide  for  US  access  and  influence  through  a 
sector  of  society  which  often  plays  a  critical  role  in  the  transition  to  and 
maintenance  of  democracy. 

The  Expanded  IMET  program  comprises  IMET  courses  specifically 
structured  to  impart  to  foreign  students  defense  management  concepts  and 
American  values.  These  values  include  respect  for  democracy,  human 
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rights,  military  justice,  and  the  concept  of  civihan  control  of  the  military. 
The  Expanded  IMET  program  also  provides  training  for  foreign  officials 
from  ministries  other  than  Defense,  members  of  national  legislatures 
responsible  for  oversight  and  management  of  the  miUtary,  and 
nongovernmental  organization  personnel.  This  year,  we  expect  to  meet  and 
exceed  the  Congressional  target  of  $5  million  for  Expanded  IMET 
activities. 

Since  FY91  we  have  started  28  new  IMET  programs  in  new  and 
emerging  democracies,  primarily  in  CE  and  the  NIS.  One  third  of  the 
increase  we  are  requesting  in  the  FY96  program  is  for  these  countnes  --  to 
enable  us  to  follow-through  on  our  investment  in  their  democratic 
development.  Another  investment  to  which  we  continue  to  lend  robust 
support  is  the  Middle  East  Peace  Process,  where  IMET  programs  increase 
our  influence  and  impact  on  these  countries  important  to  peace  and  broader 
regional  stability.  Finally,  we  are  seeking  to  restore  some  of  the  programs 
in  Latin  America,  Africa,  and  Asia  devastated  by  funding  reductions  since 
FY94.  The  CINCs  tell  me  these  programs  are  essential  to  their  regional 
strategies. 

It  is  important  to  understand  that  although  we  are  requesting  a 
funding  level  close  to  pre-FY94  levels,  we  are  not  remming  to  the  past 
program.  Our  current  program  is  structured  to  meet  contemporary  secunty 
challenges  and  opportunities. 

First,  we  have  tightly  focused  the  program  on  professional  military 
education  and  Expanded  IMET  by  eliminating  high-cost  aspects  of  the 
earlier  program,  such  as  pilot  training.  We  have  substantially  reduced 
technical  training  under  the  program  and  focused  it  on  "training  the 
trainers"  -  so  that  countries  can  assume  more  direct  responsibility  for  their 
equipment-oriented  training.  Second,  much  of  the  increase  will  be  used  to 
build  upon  our  investments  in  English  language  training  and  other  baseline 
activities  in  the  26  new  programs  in  CE,  the  NIS,  and  Africa.  With  this 
request,  our  investment  in  new  democracies  in  CE,  the  NIS,  and  Afnca  will 
have  increased  over  160  percent  since  FY93.  And  although  the  majority  of 
the  increase  we  are  seeking  for  FY96  is  for  our  more  established  programs, 
funding  for  those  programs  will  still  be  more  than  20  percent  below  their 
FY93  level.  Finally,  the  proposed  amount  will  buy  less  training  than  would 
have  been  possible  in  FY93:  tuition  costs  for  foreign  students  have 
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increased  significanUy  due  not  only  to  inflation,  but  also  to  a  smaller  pool  of 
US  military  students  over  which  to  spread  overhead  costs. 

MIDDLE  EAST 

Supporting  the  Middle  East  peace  process  remains  one  of  our  highest 
priority  national  security  and  foreign  policy  goals.  Military  assistance  is  the 
foundation  of  the  CENTCOM  and  EUCOM  relationship  with  allies  in  the 
region.  It  establishes  key  contacts  and  provides  a  mechanism  through 
which  to  work  toward  goals  of  interoperability  and  self  defense. 

Military  assistance  efforts  in  the  region  comprise  three  major 
elements:  Foreign  Military  Sales  of  equipment,  services,  and  training 
including  mobile  training  and  technical  assistance  teams;  Foreign  Military 
Financing  to  enable  such  purchases  for  a  few  key  countries;  and  IMET. 
These  activities  support  the  building  of  important  regional  defense 
arrangements  (including  US  access  to  bases  in  the  region)  and  influence 
over  the  flow  and  use  of  arms  in  the  region.  They  also  provide  a  means  of 
improving  defense  capabilities  of  regional  friends,  promoting 
interoperability  and  coalition  defense,  and  strengthening  military-to-mihtary 
relationships. 

Our  Foreign  Military  Financing  request  supports  our  commitment  to 
the  Camp  David  countries.  We  are  again  requesting  $1.8  billion  for  Israel 
and  $1.3  billion  for  Egypt.  The  US  remains  committed  to  maintaining 
Israel's  qualitative  edge  against  any  combination  of  aggressors.  The  FMF 
request  will  allow  Israel  to  continue  the  cashflow  financing  of  major 
purchases  and  follow-on  support  for  multi-year  procurement  programs  such 
as  new  fighter  purchases,  SAAR  corvettes  and  upgrades  of  Apache  and 
Blackhawk  helicopters. 

Egypt's  FMF  will  be  used  to  continue  the  modernization  of  its  armed 
forces.  Like  Israel,  Egypt's  cashflow  financing  option  is  critical  to  its 
defense  planning.  Funding  will  be  used  to  continue  four  major  programs  - 
armor  modernization,  F-16  and  Apache  purchases,  and  supporting  leased 
fngates.    Egypt  will  also  continue  to  upgrade  secondary  systems  and 
mcrease  its  concentration  on  interoperability  and  sustainment.  We  have 
made  important  progress  in  raising  the  priority  of  sustainment  of  fielded 
systems  in  Egypt's  defense  planning. 
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We  are  also  requesting  $30  million  of  f^F  for  Jordan.  This  funding 
is  critical  and  will  be  used  to  restore  equipment  debilitated  by  maintenance, 
spare  parts,  and  other  sustainment  deficiencies  --  a  direct  result  of 
substantially  reduced  foreign  assistance.  It  will  also  be  used  to  enhance 
border  security  and  internal  stability  as  well  as  to  facilitate  Jordanian 
participation  in  UN  peacekeeping  missions.  Jordan  has  taken  a  bold  move 
in  concluding  a  peace  agreement  with  Israel  in  the  absence  of  a  regional 
agreement,  and  is  committed  to  restructuring  its  forces  to  produce  a  smaller 
and  more  capable  military  better  able  to  ensure  security  along  its  borders. 

EUROPE 

Our  assistance  program  includes  elements  to  respond  to  the  dramatic 
changes  in  Europe  of  the  past  several  years.  These  elements  specifically 
support  our  broad  transatlantic  objectives  of  replacing  historic  division  of 
the  continent  with  a  new,  inclusive  regional  security  architecture.  Our 
vision  for  an  integrated  regional  security  structure  includes  several 
complementary  "tracks":  fully  implementing  NATO's  Partnership  for 
Peace;  proceeding  with  our  allies'  shared  commitment  to  NATO 
enlargement;  building  a  NATO-Russia  relationship  on  a  parallel  track; 
strengthening  the  OSCE's  unique  role  as  an  inclusive  security  organization; 
and  supporting  expansion  of  the  European  Union. 

Until  now,  our  security  assistance  efforts  in  the  Central  Europe  and 
the  NIS  have  been  largely  limited  to  IMET.  For  example  in  FY94  we  sent 
579  international  students  to  the  US  from  CE  and  the  NIS  and  paid  for 
seven  English  language  laboratories  in  this  region.  But  now,  in  order  to 
further  this  new  security  architecture  we  envision  in  the  region,  the  FY96 
budget  reflects  an  expansion  of  our  security  assistance  efforts  with  two 
major  complementary  regional  initiatives  --the  Warsaw  Initiative  and  the 
CE  Defense  Infrastructure  program. 

NATO's  historic  Partnership  for  Peace  program  represents  a  major 
step  in  bolstering  the  security  of  not  only  the  Partner  states  but  also  of  the 
entire  transatlantic  community.  PEP  will  create  new  opportunities  for  a 
wide  range  of  cooperative  multilateral  security  activities,  including  joint 
military  exercises.  PEP  seeks  to  create  a  stabilizing  web  of  security 
relationships  among  the  states  of  the  region. 
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In  July  1994,  President  Clinton  made  a  commitment  to  request  $100 
million  in  FV96  funds  to  help  new  democratic  European  states  advance  PFP 
goals.  Known  as  the  Warsaw  Initiative,  this  program  is  designed  to  build 
the  foundations  of  Partner  participation  in  PFP,  improve  defense  force 
interoperability,  and  prepare  countries  emerging  from  communist 
goverrmients  for  eventual  NATO  membership.  This  program  is  designed  to 
relieve  some  of  the  logistical  and  resource  deficiencies,  equipment 
obsolescence,  and  operational  shortcomings  which  have  hampered 
Partnership  participation. 

We  need  FY96  appropriations  for  both  the  Department  of  State  and 
Department  of  Defense  to  fund  the  Warsaw  Initiative  fully,  using  existing 
authorities.  The  State  Department  requests  $60  million  to  implement  the 
bilateral  military  assistance  programs  that  support  equipment  transfers  and 
training.  Bilateral  assistance  will  be  used  to  support  transfers  of  equipment 
such  as,  search  and  rescue  equipment,  tactical  radios,  and  other  command 
and  control  equipment.  The  Department  of  Defense  requests  as  part  of  its 
budget  the  balance  of  $40  million  to  be  allocated  among  programs  to 
support  individual  Partner  participation  in  joint  exercises  and  other  PFP 
activities  as  well  as  programs  for  advancing  NATO-PFP  interoperability. 

We  note  that  H.R.  7  proposes  an  assistance  program,  focusing  on 
prospective  NATO  membership.  The  President's  Warsaw  Initiative 
program  for  all  Partners  serves  this  end  and  deserves  your  support.  We 
believe  PFP- related  assistance  should  not  prejudge  potential  NATO 
membership.  PFP  and  NATO  enlargement  are  mutually  reinforcing.  First, 
the  Partnership  is  the  pathway  to  membership  for  those  nations  ultimately 
joining  NATO.  Equally  important,  it  also  provides  an  invaluable  link  and 
assurance  of  NATO  support  to  those  Partners  not  doing  so. 

While  the  Warsaw  Initiative  encompasses  all  PFP  partners  including 
the  NIS  states,  the  CE  Defense  Infrastructure  program  is  focused  on  selected 
countries  in  CenU-al  Europe.  We  are  requesting  $20  million  in  Foreign 
Military  Financing  to  support  this  program.  Designed  to  aid  the 
reorientation  of  the  former  Warsaw  Pact  militaries  to  peaceful,  non- 
offensive  roles,  it  will  promote  peace  and  regional  stability  by  helping  these 
newly  democratic  states  to  acquire  new  and  used  US-origin  equipment; 
enhance  the  compatibility  of  CE  defense  infrastructure  with  NATO;  and 
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encourage  the  CE  states  to  assume  greater  security  responsibilities  in  the 
post-Cold  War  world. 

The  CE  Defense  Infrastructure  program  is  distinct  from  our  proposed 
assistance  to  PFP  partners  under  the  Warsaw  Initiative.  The  Warsaw 
Initiative  has  the  immediate  goal  of  facilitating  PFP  participation;  while  the 
CE  Infraslrucmre  program  will  address  deeper  infrastructure  deficiencies, 
such  as  lack  of  airlift  capability  and  incompatible  radar  and  IFF  systems. 
Addressing  these  deficiencies  may  or  may  not  facilitate  PFP  participation, 
but  will  promote  the  broader  goal  of  improved  NATO  compatibility. 

Our  request  also  supports  the  continued  military  modernization 
efforts  of  key  NATO  allies,  Turkey  and  Greece,  with  FMF  loans.  Our  FY96 
request  for  Turkey  will  enable  the  United  States  to  fulfill  its  funding 
commitment  to  that  country's  Peace  Onyx  F-16  programs,  and  to  assist 
Turkey  in  meeting  its  continuing  sustainment  requirements  for  fielded  US- 
origin  systems. 

AFRICA 

Turning  toward  Africa,  our  resources  and  interests  are  more  limited; 
however,  the  new  era  provides  a  unique  opportunity  to  support  US  poUcy 
objectives.  Apart  from  the  obvious  benefits  of  military  access  through 
overflight  and  landing  rights,  encouraging  regional  stability  and  peaceful 
conflict  resolution  supports  US  interests.  African  militaries  are  generally 
integral  participants  in  their  countries  successful  or  unsuccessful  transitions 
to  democratic,  stable  governments.  Our  regional  strategy  assists  African 
nations  in  their  efforts  to  democratize  and  alleviate  human  suffering.  Our 
focus  is  on  humanitarian  aid  and  national  assistance  activities  not  involving 
lethal  technology.  Some  of  our  key  initiatives  include  senior  officer  visits, 
medical  training  exercises,  as  well  as  IMET.  Through  professional 
interaction  between  US  and  host  nation  forces,  forward  presence  operations 
contribute  to  the  promotion  of  democracy  and  professional  military  ethics. 

In  African  countries,  IMET  is  the  most  well  known  and  sought  after 
US  program.  We  are  requesting  $6.6  million  of  IMET  funding  which  will 
allow  us  to  continue  our  current  range  of  professional  military  education 
and  Expanded  IMET,  including  regional  Defense  Resources  Management 
InstiUite  programs.  US  military  contacts  with,  and  assistance  to,  African 
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militaries  promote  a  positive  view  of  the  role  of  armed  forces  in  democratic 
states  as  well  as  respect  for  human  rights  and  conflict  resolution.  These 
activities,  if  continued,  should  help  reduce  the  likelihood  that  US  mihtary 
intervention  will  be  needed.  And,  should  contingency  operations  to  protect 
US  interests  become  necessary,  the  exposure  of  US  forces  to  Africa  will 
increase  their  effectiveness. 

Finally,  the  assistance  we  are  requesting  under  Voluntary 
Peacekeeping,  as  well  as  some  IMET,  will  help  to  support  African 
participation  in  international  peacekeeping  operations,  either  bilaterally  or 
under  the  auspices  of  regional  organizations  such  as  the  Organization  of 
African  Unity  (OAU).  African  militaries  operating  under  the  UN  and  OAU 
auspices  have  contributed  forces  to  international  peacekeeping  operations  in 
Cyprus,  the  Middle  East,  Cambodia,  the  Persian  Gulf,  Somalia, 
Mozambique,  and  Rwanda  either  in  support  of,  or  in  lieu  of,  US  and 
Western  forces.  In  the  contemporary  climate  of  ethnic  instability,  enabling 
African  peacekeepers  to  come  to  the  aid  of  Western  forces  is  a  practice 
which  should  be  encouraged. 

LATIN  AMERICA  AND  THE  CARIBBEAN 

Closer  to  home,  we  are  requesting  IMET  and  FMF  to  assist  the 
defense  establishments  of  Latin  America  and  the  Caribbean.  The  economic 
and  political  maturation  of  the  region's  countries,  with  the  exception  of 
Cuba,  has  required  a  change  in  the  structure  and  focus  of  our  security 
relationship  with  the  nations  of  the  Western  Hemisphere.  From  this 
hemispheric  community  came  our  political  and  diplomatic  allies  from  the 
earliest  days  of  our  efforts  to  restore  the  duly  elected  President  of  Haiti. 
Their  military  support,  though  limited,  has  been  encouraging. 

We  are  requesting  $7  million  for  Haiti  to  support  the  restructuring, 
professionalization,  and  accountability  of  that  nation's  security  forces. 
Success  in  establishing  such  a  force  is  a  key  to  completing  the  US  and  UN 
operation  in  Haiti  and  putting  Haiti  onto  a  sustainable  course  of  democratic 
governance.  The  extent  to  which  the  Haitian  security  force  structure  will 
include  a  military  component  is  currently  under  close  review  by  the  Haitian 
government.  Its  decision  will  impact  how  proposed  US  assistance  will  be 
utilized. 
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We  are  requesting  $3  million  of  Foreign  Military  Financing  to 
support  the  nations  of  the  C  ARICOM  BattaUon  and  the  Regional  Security 
System  (RSS).  The  CARICOM  Battalion  was  one  of  the  building  blocks  of 
the  multinational  force  (MNF)  in  Haiti,  and  has  agreed  to  continue  when 
UNMIH  takes  over  from  the  MNF.  The  CARICOM  Battalion  has  been  one 
of  the  principal  components  in  the  success  of  the  US-led  coalition  effort  in 
Haiti. 

US  military  assistance  programs  are  considered  effective  tools  in 
SOUTHCOM's  efforts  to  provide  a  reassuring  presence  in  Central  and 
South  America.  IMET  contributes  significantly  to  increased  military 
professionalism  and  observance  of  human  rights.  SOUTHCOM  has  also 
observed  improved  cooperation  between  civilian  and  military  institutions 
and  increased  participation  of  the  military  with  nongovernmental 
organizations.  FMF  programs  with  Bolivia,  Colombia,  and  Caribbean 
countries  have  contributed  significantly  to  countemarcotics  campaigns.  For 
FY96,  countemarcotics-related  military  assistance  is  being  requested  in  the 
International  Narcotics  Control  Budget,  in  order  to  enhance  coordination  of 
all  countemarcotics  programs.  By  educating  Latin  American  forces  in 
efficient  resource  management  and  technical  maintenance  and  logistics,  the 
US  helps  them  maintain  operational  readiness  and  capabihties. 

The  success  of  the  CARICOM  Battalion  and  the  Latin  American 
nations  in  Haiti  is  a  direct  result  of  past  US  military  assistance.  FMF  and 
IMET  assistance  to  this  region  over  the  years  has  allowed  countries  to  build 
and  maintain  small,  professional  military  forces.  And  we  know  that  the  best 
soldiers  make  the  best  peacekeepers.  USACOM  was  able  to  use  to  best 
advantage  the  good  will  developed  through  our  regional  alliances  to  obtain 
the  seaport  and  airfield  basing  rights  necessary  to  facilitate  deployment  and 
migrant  interdiction.  Coalition  building  was  contingent  on  programs  such 
as  combined  exercises,  FMF,  IMET,  and  professionalization  seminars  and 
conferences  which  enhance  our  influence  in  the  region.  Because  of  these 
efforts,  the  US  was  able  to  quickly  recruit,  train,  and  deploy  CARICOM 
units. 

One  of  the  lessons  learned  from  recent  peacekeeping  experiences  is 
the  need  to  improve  the  capabilities  of  other  countries  and  regional 
organizations  to  conduct  peace  operations,  reducing  the  reliance  on  US 
forces  and  resources.  The  limited  funding  will  help  maintain  individual  and 
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regional  peace  capabilities  in  the  Caribbean  as  well  as  help  provide 
interoperability  with  US  military  forces  in  joint  operations. 

ASIA  AND  THE  PACIRC 

The  US  Pacific  Command's  "Strategy  of  Cooperative  Engagement" 
goes  beyond  employing  US  forces  to  meet  crises  as  they  arise.  It  attempts 
to  bring  to  the  region  views  that  reflect  our  values  and  perspectives  on 
economic  growth,  political  progress,  and  military  cooperation.  The  basis  of 
this  strategy  is  forward  presence  through  the  encouragement  of  bilateral  and 
multilateral  interaction  that  supports  peace  and  democracy  among  the  45 
nations  in  the  PACOM  area  of  responsibility.  Because  of  our  withdrawal 
from  the  Philippines,  it  is  unlikely  that  new  bases  for  future  operations  will 
be  established.  Therefore,  continued  access  through  bilateral  and 
multilateral  cooperation  is  key  to  achieving  our  strategic  goals  in  the  region. 

Key  to  the  establishment  and  maintenance  of  forward  presence  in  the 
PACOM  area  of  responsibility  is  the  IMET  program.  In  the  case  of  the 
Philippines,  IMET  is  one  of  the  few  means  of  building  relationships  with 
the  younger  generation  of  Philippine  military  officers.  In  the  case  of  the 
newly  independent  countries  of  Oceania,  IMET  is  a  core  element  of  our 
defense  cooperation  with  these  nations,  and  most  significantly  our  access  to 
naval  facilities  there. 

IMET  also  has  a  great  impact  on  our  relationship  with  Indonesia  — 
the  largest  Muslim  country  in  the  world.  The  current  leader  of  the  Non- 
Aligned  Movement,  Indonesia  possesses  important  natural  resources  and 
lies  astride  major  international  sea  lanes.  Our  military  forces  enjoy  solid 
professional  relations,  although  the  cancellation  of  IMET  for  Indonesia  has 
been  an  impediment  to  that  relationship  as  of  late.  We  believe  that 
continuing  the  suspension  does  not  best  serve  our  interest  in  promoting 
respect  for  human  rights.  It  is  through  engagement  of  Indonesia  defense 
and  other  governmental  officials  in  training  and  education  programs, 
particularly  Expanded  IMET,  that  we  can  influence  values  and  practices. 
We  must  move  our  relationship  with  Indonesia  forward  by  reinstating  the 
IMET  program  in  FY96.  In  a  period  during  which  we  seek  to  broaden  our 
efforts  to  build  relationships  with  the  armed  forces  of  the  region,  increase 
joint  exercises,  and  enhance  access  to  service  facilities  for  our  forward- 
deployed  forces,  IMET  programs  are  invaluable. 
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In  Cambodia  we  have  requested  $3  million  of  Foreign  Military 
Financing  to  purchase  engineering,  medical  and  land,  sea,  and  air 
transportation  assets  for  reform,  restructuring  and  development  of  the  basic 
military  infrastructure.  In  addition,  IMET  funding  will  expose  current  and 
future  Cambodian  leaders  to  military  professional  development,  and 
continue  training  of  civilian  and  military  officials  in  courses  promoting 
civilian  control  of  the  military,  military  justice  and  respect  for  human  rights. 
For  example,  in  the  past  month,  we  concluded  two  significant  Expanded 
IMET  seminars  in  Cambodia.  These  seminars  in  Military  Justice/Human 
Rights  and  Civil/Military  Relations  brought  together  officials  from  the 
Ministry  of  Defense  and  General  Staff,  the  Ministries  of  Justice,  Interior, 
Foreign  Affairs,  and  the  Council  of  Ministers. 

FY96  INITIATIVES 

Mr.  Chairman,  in  recent  years,  DSAA  has  worked  closely  with  this 
committee  on  several  efforts  to  streamline  and  update  the  Foreign 
Assistance  Act  and  the  Arms  Export  Control  Act.  Four  years  ago,  this 
committee  passed  HR  2508.  Although  that  bill  was  never  enacted,  the 
military  assistance  provisions  have  provided  an  excellent  base  for 
subsequent  reform  efforts.  These  provisions  were  further  refined  during  the 
negotiations  on  the  Peace,  Prosperity  and  Democracy  Act  of  1994.  Our 
FY96  legislative  package  includes  several  initiatives  approved  by  this 
committee  in  HR  2508.  They  have  been  updated  to  reflect  changes  in 
policy  goals  and  to  encourage  good  management.  The  following  are  DoD's 
highest  priority  foreign  assistance  initiatives. 

Our  most  important  initiative  is  the  repeal  of  the  requirement  to 
recoup  nonrecurring  costs  (NC)  on  Foreign  Military  Sales  of  major  defense 
equipment.  Enactment  of  this  provision  will  eliminate  the  distortion  in 
recoupment  policy  between  govemment-to-govemment  and  direct 
commercial  sales  of  major  defense  equipment.  The  proposed  repeal  is  in  the 
US  national  interest.  By  restoring  a  common  recoupment  policy  for  FMS 
and  DCS,  repeal  will  eliminate  a  substantial  cost  penalty  for  FMS  (five 
percent  on  average;  up  to  25  percent  in  some  cases)  to  the  benefit  of  the  US 
Government,  US  indusu^,  and  our  friends  and  allies. 
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We  have  pursued  this  repeal  for  several  years.  In  June  1992, 
President  Bush  decided  to  seek  elimination  of  all  NC  recoupment 
requirements  —  policy  and  statutory  -  to  increase  the  competitiveness  of  US 
firms.  By  January  1993,  all  non-statutory  NC  recoupment  requirements  for 
new  sales,  including  DCS,  had  been  eliminated.  The  Clinton 
Administration  endorsed  this  policy  and  the  decision  to  seek  repeal  of  the 
statutory  recoupment  on  FMS  of  Major  Defense  Equipment.  The  necessary 
legislation  was  originally  sent  to  Congress  on  August  5,  1993. 

The  repeal  would  have  no  impact  on  US  conventional  arms  transfer 
policies  or  the  careful  and  completely  separate  interagency  arms  sales 
review  process.    Repeal  will  simply  enhance  the  ability  of  US  firms  to 
compete  for  foreign  sales  that  the  US  Government  is  prepared  to  approve. 
Nor  would  the  repeal  constitute  a  government  subsidy  for  arms  sales.  NC 
costs  represent  DoD's  sunk  investment  in  developing  and  producing 
systems  for  its  own  forces.  Since  weapons  systems  are  designed  to  meet  the 
needs  of  US  forces,  and  not  solely  for  export,  DoD  incurs  these  costs 
regardless  of  whether  there  are  any  foreign  sales.  The  US  already  benefits 
from  these  sales  in  terms  of  their  contributions  to  our  own  national  security 
objectives  and  the  US  industrial  base,  including  in  some  cases  lower  DoD 
procurement  costs.  There  is  no  logical  basis  for  applying  a  different 
recoupment  policy  to  Foreign  Military  Sales  and  Direct  Commercial  Sales. 
Therefore,  we  ask  you  to  support  the  restoration  of  a  common  policy  by 
repealing  the  Foreign  Military  Sales  requirement. 

This  is  but  one  of  the  initiatives  we  are  pursuing.  We  will  be  seeking 
other  statutory  changes  to  enable  us  to  administer  effectively  US  military 
assistance  programs.  We  are  currently  pursuing  these  military  assistance 
proposals  for  inclusion  in  the  foreign  assistance  authorization  and  the  DoD 
Omnibus  bills.  All  of  these  initiatives  deal  with  removing  or  minimizing 
mandated  restrictive  requirements,  while  others  support  the  CINCs  and 
Military  Departments,  as  well  as  enhance  customer  service. 

CONCLUSION 

It  is  in  the  national  security  interest  of  the  United  States  to  train  and 
equip  friendly  foreign  defense  forces  and  to  otherwise  develop  their  defense 
potential.  Such  military  assistance  programs  help  achieve  US  objectives  on 
many  levels.  First,  they  enhance  US  influence  and  assure  US  friends  and 
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allies  of  the  strength  of  US  commitments.  Second,  operating  mainly  in  the 
realm  of  peacetime  engagement,  military  assistance  programs  contribute  to 
deterrence  and  conflict  prevention  as  well  as  enhance  the  US  military's 
ability  to  fight  and  win  if  deterrence  fails.  Third,  they  preclude  the  US  from 
having  to  rely  solely  on  unilateral  means  and  resources  to  secure  our 
national  interest.  US  security  depends  on  durable  relationships  with  allies 
and  other  friendly  nations.  As  the  US  armed  forces  continue  to  downsize 
and  the  requirement  increases  for  potential  coalition  operations  in  regions  of 
conflict  and  tension,  military  assistance  programs  remain  critical. 

Ideally  the  CINCs,  in  support  of  US  ambassadors,  will  be  able  to 
tailor  these  programs  within  national  policy  guidelines  to  specific 
requirements,  anticipating  rather  than  reacting  to  the  strategic  landscape. 
Military  assistance  programs  will  encourage  the  development  of  viable 
cooperative  defense  arrangements,  making  US  direct  intervention  less 
likely.  And  should  conflict  develop,  stronger  coalition  partners  can  increase 
the  probability  of  military  success  with  a  reduced  commitment  of  US  forces. 

Our  military  assistance  programs  can  also  help  shape  foreign  defense 
establishments'  views  and  practices  on  such  important  issues  as  democracy, 
civilian  control  of  the  military,  and  respect  for  human  rights.  Our  programs 
cannot  work  miracles  in  these  areas  or  convince  those  who  do  not  want  to 
listen.  They  can,  however,  provide  highly  useful  perspectives,  skills  and 
knowledge  to  foreign  leaders  who  want  to  reform  or  otherwise  improve 
their  defense  establishments,  as  in  the  new  democracies  of  Central  Europe, 
the  NIS,  Africa,  Latin  America,  and  the  Caribbean. 

They  also  impart  powerful  ideas  and  offer  role  models  to  younger 
officials  who  can  work  for  change  from  below  and  who,  as  later  emerging 
leaders,  initiate  change  from  the  top.  Through  such  engagement  our 
military  assistance  programs  can  not  only  help  shape  forces  that  can  fight 
effectively  alongside  US  forces  in  defense  of  vital  interests,  but  also  that 
will  ascribe  to  and  help  achieve  our  international  democratic  agenda. 
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Mr.  Chairman, 


I  look  forward  to  hearing  Secretary  Christopher's  views  on  reorganizing  and 
consolidating  our  foreign  affairs  agencies.   There  are  a  number  of  proposals 
on  the  table  —  including  his  previous  view  —  that  an  Undersecretary  for  AID 
at  the  State  Department  should  be  created. 

I  believe  we  need  a  better  understanding  of  the  foreign  policy  implications  of 
any  type  of  changes  toward  consolidation  or  creating  a  "super-bureaucracy." 
Are  we  trying  to  save  money  at  the  expense  of  being  effective?   We  all 
support  the  concept  that  government  needs  to  be  reinvented,  revamped  and 
redesigned  to  address  the  changing  needs  in  the  international  arena. 

Therefore,  I  look  forward  to  hearing  Secretary  Christopher's  current  thoughts 
regarding  what  he  envisions  will  be  the  most  effective  way  to  manage  our 
foreign  policy  objectives  and  be  fiscally  responsible. 
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March  30,  1995 

Pg.  36,  Ln.  861-868 


Question 

We  are  also  concerned,  and  it  is  my  second  question,  about 
the  Vietnamese,  and  I  had  asked  you  this  earlier,  many  of  us 
are  concerned,  are  going  to  be  forcibly  repatriated,  a  third  of 
which  fought  side  by  side  with  the  Americans,  with  us,  during 
the  Vietnam  War  or  were  allies  in  some  way,  and  go  back  to  a 
very,  very  dangerous  situation  in  Vietnam.   Perhaps  to 
re-education  camps,  perhaps  some  other  kind  of  incarceration. 

Answer 

This  question  is  of  great  importance  because  it  touches 

both  the  lives  of  Vietnamese  asylum-seekers  still  in  camps  in 

Southeast  Asia  and  the  consciences  of  Americans.   I  think  it 

will  be  useful  to  review  how  we  got  to  where  we  are  today  with 

regard  to  the  Vietnamese  boat  people.   Because  of  the 

continuing  and  tragic  outflow  of  boat  people  from  Vietnam  and 

the  loss  of  life  and  suffering  at  sea,  and  the  concurrent 

reluctance  of  first-asylum  countries  to  accept  new  arrivals, 

more  than  50  countries  met  in  Geneva  in  1989  to  create  the 

Comprehensive  Plan  of  Action  for  Indochinese  Refugees  (CPA) . 

It  is  important  to  understand  what  the  CPA  did.   It  first  of 

all  obtained  the  agreement  of  first-asylum  countries  to 

continue  to  allow  the  boat  people  to  land  on  their  shores.   It 

provided  for  an  expanded  Orderly  Departure  Program  to  allow  for 

legal  departures  from  Vietnam.   It  established  cut-off  dates 

and  a  refugee  status  determination,  or  screening,  process. 

Those  arriving  after  the  cut-off  date  had  to  be  screened  to 

determine  if  they  met  internationally  recognized  refugee 

eligibility  criteria.   Those  who  were  screened  in  could  be 

resettled.   Those  who  were  screened  out  could  not  be  resettled. 
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but  had  to  eventually  return  to  Vietnam. 

The  CPA  has  been  a  clear  success  in  saving  thousands  of 
lives  of  people  who  would  have  been  otherwise  lost  at  sea 
during  flight  from  Vietnam.   Hundreds  of  thousands  of  others, 
including  those  who  worked  most  closely  with  us  in  Vietnam 
during  the  war,  have  been  able  to  leave  Vietnam  safely  for  the 
U.S.  through  the  Orderly  Departure  Program. 

Since  the  beginning  of  the  CPA,  more  than  71,000  Vietnamese 
have  returned  voluntarily  to  Vietnam  under  the  auspices  of 
UNHCR  to  begin  new  lives.   They  are  monitored  by  expatriate, 
Vietnamese-speaking  UNHCR  officers.   In  addition,  the  U.S.  is 
funding  reintegration  assistance  projects  through  four  U.S. 
non-governmental  organizations  (NGOs) .   The  personnel  of  these 
organizations  meet  on  a  daily  basis  with  returnees  and  are 
themselves  de  facto  repatriation  monitors.   From  all  these 
sources  it  is  clear  that  returnees  can  return  safely  without 
fear  of  persecution.   Many  of  those  who  returned  had  fought 
with  us  or  worked  with  us  during  the  war.   On  the  basis  of  the 
experience  of  all  these  returnees,  we  can  say  with  confidence 
that  it  is  not  dangerous  for  those  who  return.   This  view  is 
largely  supported  by  a  number  of  highly  respected  NGOs  who  sent 
representatives  to  Vietnam  and  first-asylum  camps  in  late  1994 
to  see  the  situations  for  themselves.   They  concluded  that  the 
vast  majority  of  those  in  the  camps  can  return  to  Vietnam  in 
safety.   Also  significant  in  this  regard  is  the  Memorandum  of 
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Understanding  (MOU)  that  was  signed  by  Vietnam  and  UNHCR  in 
1988.   The  MOU  states  that  those  returning  from  the  camps  will 
not  be  persecuted  for  having  left  Vietnam  illegally. 

The  screening  has  ended  in  the  first-asylum  countries,  and 
while  UNHCR-implemented  voluntary  repatriation  programs 
continue,  these  countries  —  Hong  Kong,  Thailand,  Malaysia, 
Indonesia  and  the  Philippines  --  have  made,  or  are  in  the 
process  of  making   arrangements  for  the  return  of  the  remaining 
screened-out  boat  people  to  Vietnam.   The  most  significant 
arrangements  have  been  the  Orderly  Return  Program  (ORP) 
agreements  between  the  first  asylum  countries  and  Vietnam.   In 
Hong  Kong,  the  ORP  involves  mandatory  repatriation  and  is  the 
only  ORP  that  has  been  carried  out  to  any  degree  to  date. 
Other  countries  in  the  region  have  ORPs  in  which  UNHCR  is  a 
participant . 

With  the  completion  of  screening  and  the  press  of  urgent 
refugee  problems  elsewhere  in  the  world,  it  became  clear  to  the 
international  community  that  the  CPA  must  come  to  a  close.   On 
March  16,  the  CPA  Steering  Committee  met  in  Geneva  to  address 
the  practical  questions  in  the  final  phase  of  the  CPA  endgame. 
A  key  element  of  the  final  consensus  statement,  which  was 
joined  by  the  U.S.,  is  the  recognition  of  the  appropriateness 
of  the  implementation  of  orderly  return  programs  for 
non-refugees  in  safety  and  dignity.   All  members  of  the  CPA 
emphasized  that  voluntary  repatriation  is  the  preferred  method 
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of  return  and  should  continue  to  be  pursued.   At  the  same  time 
it  is  clear  that  the  international  community,  including  the 
United  States,  has  recognized  that,  in  order  to  meet  the 
end-of-95  target  date  for  the  end  of  the  CPA,  returns  may  have 
to  be  undertaken  that  are  other  than  voluntary.   Since  we 
accept  that  such  returns  might  be  necessary,  we  also  accept'"the 
responsibility  to  continue  to  assist  those  who  return  and  to 
see  that  their  welfare  and  safety  are  monitored. 
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The  Beijing  Conference  and  the  People's  Republic  of  China 

1.   The  United  Nations  Commission  on  the  Status  of  Women 
recently  opened  its  annual  meeting  in  New  York.   The  first 
issue  on  its  agenda  was  to  approve  the  list  of  non-governmental 
organizations  submitted  by  the  UN  Secretariat  for  accreditation 
to  the  Commission  and  to  the  United  Nations  Fourth  World 
Conference  on  Women,  scheduled  for  September  in  Beijing.   Six 
Tibet-related  NGOs  —  all  of  which  met  the  criteria  for 
accreditation  --  were  denied  accreditation  without  any 
explanation.   Three  of  the  NGOs  are  from  the  United  States. 
Furthermore,  NGOs  based  in  Taiwan  and  Hong  Kong  have  likewise 
been  denied  accreditation. 

I  am  extremely  concerned  that  the  denial  of  accreditation  to 
these  NGOs  is  due  to  pressure  from  the  Chinese  government  and 
that  it  sets  a  dangerous  precedent  for  excluding  certain 
organizations  from  the  forthcoming  World  Conference,  solely  for 
political  reasons. 

What  is  the  Administration  prepared  to  do  to  appeal  this 
absolutely  intolerable  decision  taken  by  the  United  Nations  and 
to  ensure  that  American-based  NGOs  and  other  reputable  NGOs  are 
permitted  equal  access  to  the  Beijing  Conference? 

Answer : 

The  U.S.  Delegation  to  the  1995  session  of  the  UN  Commission  on 

the  Status  of  Women  (CSW) ,  participated  actively  in  the 

drafting  of  a  resolution,  adopted  on  April  6  by  the  CSW  by  a 

vote  of  41  in  favor,  none  opposed,  and  one  abstention  (China), 

setting  in  place  a  review  procedure  for  the  non-governmental 

organizations  (NGOs)  that  had  not  been  recommended  for 

accreditation  by  the  UN  Secretariat  for  the  Fourth  World 

Conference  on  Women.   Of  the  493  groups  not  recommended, 

several  were  connected  with  Tibet  and  Taiwan. 


The  United  States  took  this  initiative  and  worked 
collaboratively  with  other  governments  during  the  meeting  to 
open  up  the  UN's  accreditation  mechanism  to  provide  the  mazimum 
amount  of  transparency  and  fairness  to  all  groups. 
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This  resolution,  if  reaffirmed  this  week  by  the  UN  General 
Assembly,  would  call  upon  the  Conference  Secretariat  to 
communicate  in  writing  with  each  of  the  493  groups,  indicating 
why  the  group  was  not  reconunended  for  accreditation.   Under  the 
terms  of  the  resolution,  the  NGOs  would  have  four  weeks  to 
provide  the  Secretariat  with  additional  information  relevant  to 
their  applications.   The  resolution  would  also  extend  the 
deadline  for  acceptance  of  new  applications  for  accreditation 
until  April  28,  1995. 

During  its  1995  session,  the  CSW  accredited  some  1,300  NGOs  to 
the  Fourth  World  Conference  on  Women.   A  further  102  NGOs  had 
been  accredited  by  the  1994  session  of  the  CSW.   in  addition, 
approximately  900  NGOs  have  permanent  accreditation  to  the  UN 
Economic  and  Social  Council  (ECOSOC) ,  and  thus  automatically 
possess  the  right  to  attend  the  World  Conference.   This 
universe  of  roughly  2,300  groups  represents  a  broad  spectrum  of 
NGOs  from  around  the  world. 

The  final  list  of  NGOs  to  be  accredited  to  the  Fourth  World 
Conference  will  be  prepared  by  the  Conference  Secretariat  in 
June,  and  forwarded  for  approval  to  the  1995  substantive 
session  of  ECOSOC,  held  in  Geneva  from  late  June  through 
mid-July. 
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Question: 

2.   What  measures  is  the  United  States  pursuing  to  insist  that 
China  ameliorate  this  intolerable  situation  in  Tibet? 

Answer : 

We  have  sought  positive  Chinese  action  on  Tibet  issues 
despite  our  longstanding  policy  of  acknowledging  Chinese 
sovereignty  over  Tibet.   We  note  that  this  policy  is  consistent 
with  the  view  of  the  entire  international  community,  including 
China's  neighbors:   no  country  recognizes  Tibet  as  a  sovereign 
state.   It  is  within  this  policy  context  that  we  seek  improved 
treatment  of  all  peoples  inhabiting  the  People's  Republic  of 
China,  including  Tibetans. 

For  Tibetans,  Tibet  is  not  confined  to  the  present-day 
Tibetan  Autonomous  Region  (TAR)  but  also  includes  the 
traditional  Tibetan  provinces  of  Amdo  and  Kham,  now  part  of 
neighboring  provinces  Qinghai,  Sichuan,  Gansu  and  Yunnan.   This 
concept  effectively  doubles  the  size  of  Tibet,  encompassing 
territory  where,  after  a  hundred  years  of  internal  migration, 
Han  Chinese,  now  outnumber  Tibetans.   The  Tibetans  fear  the 
Chinese  government  is  encouraging  Han  Chinese  migration  to 
Tibet  to  make  Tibetans  a  minority  in  their  own  land. 
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Freer  movement  of  people  throughout  China  in  recent  years, 
and  the  prospect  of  economic  opportunity  in  Tibet,  has  led  to  a 
substantial  increase  in  the  non-Tibetan  population  (including 
China's  Muslim  Hui  minority  as  well  as  Han  Chinese)  in  Lhasa 
and  other  urban  areas.   Most  of  these  migrants  profess  to  be 
temporary  residents,  but  small  businesses  run  by  ethnic  Han  and 
Hui  peoples  (mostly  restaurants  and  retail  shops)  are  becoming 
more  numerous  in  or  near  some  Tibetan  towns  and  cities. 
Roughly  one-third  of  the  population  of  Lhasa  is  Han  Chinese. 
Chinese  officials  assert  that  95  percent  of  Tibet's  officially 
registered  population  is  Tibetan,  with  Han  and  other  ethnic 
groups  making  up  the  remainder.   Increased  economic  development 
will  likely  mean  the  transfer  to,  or  temporary  duty  in,  Tibet 
of  a  greater  number  of  non-Tibetan  technical  personnel,  and  may 
also  increase  the  number  of  immigrants  from  China's  large 
floating  population  seeking  to  take  advantage  of  new  economic 
opportunities . 

The  United  States  continues  to  urge  both  the  Chinese 
government  and  the  Dalai  Lama,  as  leader  of  the  Tibetans  in 
exile,  to  resume  direct  talks  without  delay  or  preconditions, 
and  on  a  specific  agenda.   We  do  not  have  a  blueprint  for  the 
shape  of  a  political  settlement  of  the  Tibetan  question;   any 
such  settlement  must  be  negotiated  directly  between  the  two 
sides . 
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Question 

What  is  the  Administration  doing  to  enunciate  a  clear  and 
strong  policy  toward  Burma,  in  view  of  these  outrageous  actions? 

Answer 

Human  rights  and  democratization  are  two  of  the  three 

primary  objectives  of  the  United  States  in  our  relationship 

with  Burma.   Our  third  objective  is  cooperation  to  reduce 

heroin  production  in,  and  trafficking  from  Burma. 

The  United  States  has  made  it  clear  to  the  Burmese  military 
junta,  most  recently  in  a  November  visit  by  a  U.S.  delegation, 
that  improvements  in  our  relationship  are  entirely  dependent  on 
progress  by  the  Burmese  Government  in  these  three  areas.   We 
stated  specifically  that  progress  in  these  areas  would  bring 
improvements  in  our  relationship,  but  that  failure  to  progress 
would  mean  a  deteriorating  relationship. 

Among  the  specific  actions  we  seek  from  the  Burmese  junta 
are  several  which  would  improve  the  respect  for  human  rights 
and  democracy.   For  example,  we  seek: 

o   the  immediate  and  unconditional  release  of  the  leader  of 
the  Burmese  democracy  movement  and  Nobel  Peace  Prize 
winner,  Aung  San  Suu  Kyi,  and  other  political  prisoners  in 
Burma ; 
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o    the  beginning  of  a  process  acceptable  to  Aung  San  Suu  Kyi 
and  other  Burmese  leaders  which  will  lead  to  the  people  of 
Burma  deciding  how  they  are  governed;  and 

o    a  swift  end  to  such  practices  as  forced  labor  without 
compensation  and  forced  porterage  (i.e.,  the  forced 
carrying  of  war  materials  by  villagers). 

The  U.S.  Government  maintains  a  range  of  sanctions  against 
Burma.   We  do  not  sell  arms  or  most  munitions  control  items. 
We  have  refrained  from  sending  an  ambassador  to  Rangoon,  have 
suspended  our  aid  program,  do  not  provide  trade  preferences, 
and  have  refused  to  certify  Burma  as  a  country  cooperating  with 
us  to  suppress  narcotics,  and  as  a  result,  we  are  required  by 
law  to  vote  against  assistance  to  Burma  from  international 
financial  institutions. 

Moreover,  we  have  led  the  effort  in  international  fora  to 
condemn  human  rights  abuses  by  the  regime  and  have  urged  the  UN 
to  conduct  a  political  dialogue  with  the  Burmese  leadership. 

In  addition,  important  U.S.  Government  programs  that  have 
the  effect  of  encouraging  investment  and  U.S.  exports,  e.g., 
OPIC  insurance  and  Exirabank  financing,  are  not  available  in 
Burma.   Burma  is  clearly  a  country  where  there  is  a  substantial 
political  risk  to  investment. 
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Question 

What  is  the  Administration  doing  to  seek  the  cooperation  of  our 
allies  in  Asia  and  Europe  on  U.S.  policy  initiatives  toward-s 
Burma? 

Answer 


The  Administration  has  a  regular  dialogue  on  Burma  with 
U.S.  allies  in  Asia  and  Europe.   In  late  March,  Assistant 
Secretary  of  State  for  East  Asian  and  Pacific  Affairs  Winston 
Lord  met  with  his  counterparts  in  the  major  countries  of 
Europe.   Burma  was  on  their  agenda,  and  was  discussed  with 
important  policy  makers  in  France,  Germany  and  the  U.K. ,  as 
well  as  representatives  from  the  European  Union. 

When  State  Department  officials  meet  with  Japanese 
diplomats,  Burma  is  frequently  on  the  agenda.   We  coordinate 
closely  with  our  friends  to  get  strong,  clear  resolutions  on 
Burma  in  the  United  Nations  General  Assembly  and  the  United 
Nations  Human  Rights  Commission.   We  have  also  regularly 
instructed  our  embassies  in  the  major  countries  of  Europe  and 
Asia  to  approach  officials  in  their  host  governments  to  discuss 
Burma.   Finally,  I  am  preparing  myself  for  a  Ministerial 
Meeting  with  the  Government  of  Australia  here  in  Washington. 
Again  Burma  is  on  the  agenda.   I  plan  to  exchange  ideas  with 
Australian  Foreign  Minister,  Senator  Gareth  Evans,  on  next 
steps  on  Burma. 
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Question 

Is  the  Administration  taking  action  to  intensify  current 
economic  sanctions  by  instructing  our  Embassy  in  Rangoon,  the 
State  Department,  the  Department  of  Commerce  and  the  American 
Chamber  of  Commerce  to  discourage  foreign  investment  in  Burma? 

Answer 

The  Administration's  policy  is  to  neither  encourage  nor 

discourage  U.S.  trade  and  investment  with  Burma.   Nevertheless, 

important  U.S.  Government  programs  that  facilitate  U.S. 

investment  and  exports,  e.g.,  OPIC  insurance  and  Eximbank 

financing,  are  not  available  in  Burma.   The  absence  of  U.S. 

Government  programs  to  insure  investments  and  facilitate  trade 

and  project  finance  is  a  formidable  practical  barrier  to  many 

investors,  and  almost  certainly  restrains  investment  and 

business  between  Burma  and  the  United  States.   The  United 

States  Government  is  also  required  by  law  to  vote  against 

assistance  to  Burma  from  international  financial  institutions. 

Burma  receives  very  little  in  the  way  of  project  assistance 

from  international  lending  agencies,  and  this  fact  also 

militates  against  U.S.  business  or  investment  in  Burma. 

The  Administration  has  considered  strengthening  U.S. 
economic  sanctions  against  Burma,  including,  specifically,  the 
possibility  of  an  embargo.   To  have  an  effect  on  Burma,  an ^ 
embargo  would  need  international  backing.   We  have  explored 
whether  there  would  be  support  for  an  embargo  with  our  allies, 
and  with  Burma's  major  trading  and  investment  partners  in 
Asia.   We  have  found  no  interest  in  an  embargo.   Indeed,  many 
of  Burma's  largest  trading  and  investment  partners  argue  for 
more  trade  and  investment  and  profess  to  believe  that  more 
interaction  with  the  world  economy  and  with  states  where 
political  diversity  is  respected  will  encourage  change  for  the 
better  in  Burma. 
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Claims  of  American  Firms  Against  the  Kingdom  of  Saudi  Arabia 

Question : 

I  know  that  the  Department  is  familiar  with  the  Special  Claims 
Process  that  was  undertaken  some  years  ago  in  order  to  resolve 
and  remedy  commercial  claims  by  American  companies  against  the 
government  of  Saudi  Arabia.   That  claims  process  was  discussed 
at  a  subcommittee  hearing  of  this  Committee,  as  I  recall  in 
1992.   I  am  delighted  that  a  number  of  these  claims  have 
already  been  favorably  resolved,  and  I  commend  your  efforts, 
Mr.  Secretary,  and  the  efforts  of  the  Department  of  State  in 
resolving  those  cases. 

At  the  same  time,  Mr.  Secretary,  I  am  greatly  disturbed  by  the 
unseemly  delay  of  Saudi  Arabia  in  successfully  resolving  all  of 
these  outstanding  claims,  in  particular  the  claim  of  the  firm 
of  Gibbs  and  Hill.   This  has  not  been  resolved  despite  repeated 
commitments  made  to- U.S.  officials  by  the  Saudi  government  and 
efforts  by  U.S.  officials. 

Just  two  weeks  ago,  some  forty  members  of  the  House  and  Senate 
wrote  letters  to  our  government  officials  urging  that  this 
claim  be  paid  by  the  Saudi  government  in  order  to  complete  this 
process  of  claims  resolution  that  has  been  going  on  for  nearly 
three  years  now. 

It  is  a  mystery  to  me,  Mr.  Secretary,  why  the  Saudi  government 
continues  to  delay  paying  this  claim.   By  this  refusal,  it 
undermines  and  dissipates  the  good  will  that  Saudi  Arabia  has 
earned  for  the  resolution  of  other  outstanding  claims  that  have 
already  been  resolved. 

You  have  heard  me  state  on  a  number  of  occasions  that  if  the 
United  States  had  not  taken  forceful  action  in  the  Gulf  War  in 
1990  and  1991,  Kuwait  would  have  become  the  19th  province  of 
Iraq  and  Saudi  Arabia  would  have  become  the  20th  province  of 
Iraq.  It  is  absolutely  unconscionable  to  me,  Mr.  Secretary, 
that  these  outstanding  claims  continue  to  be  unresolved. 

Mr.  Secretary,  can  you  give  me  your  views  on  when  this  claim 
will  be  resolved,  when  the  legitimate  claim  of  Gibbs  and  Hill 
will  be  paid  so  that  these  very  serious  claims  problems  with 
Saudi  Arabia  can  be  resolved? 

Answer : 

As  you  have  indicated,  thirteen  of  the  fourteen  Saudi 

Arabian  commercial  claims  on  the  original  list  referred  to  in 

Section  9140(c)  of  the  FY  93  Defense  Appropriations  Act  have 
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reached  satisfactory  resolution.   The  Gibbs  and  Hill  claim  was 
not  among  the  original  list  of  claims.   In  the  interests  of 
supporting  U.S.  business  interests,  the  Department  has 
attempted  over  the  past  several  years  to  facilitate  discussions 
between  the  parties.   We  have  never  examined  or  taken  a 
position  on  the  merits  of  the  claim. 

On  two  occasions,  at  the  request  of  a  number  of  Senators 
and  Members  of  Congress  and  the  Administration,  the  Embassy  of 
Saudi  Arabia  agreed  to  look  into  the  Gibbs  and  Hill  dispute  and 
meet  with  representatives  of  Hill  International.   In  both 
instances,  the  Embassy  found  no  basis  for  further  consideration 
of  the  company's  dispute  with  the  Royal  Commission  for  Yanbu 
and  Jubail  over  uncompensated  additional  engineering 
performance  as  a  commercial  claim. 

The  Embassy  takes  the  position  that  Gibbs  and  Hill  is 
different  from  the  other  claims  brought  before  it  because  Gibbs 
and  Hill  pursued  remedies  in  Saudi  Arabia  and  had  its  claim 
rejected.   The  Embassy  points  out  that  the  Board  of  Grievances, 
a  Saudi  tribunal  of  general  jurisdiction,  reviewed  the  case 
over  a  two  and  a  half  year  period,  including  twelve  hearings, 
and  found  no  legal  basis  for  the  plaintiff's  claim.   The 
dismissal  was  affirmed  upon  review  by  a  higher  judicial 
authority.   The  Embassy  says  it  has  no  authority  to  overturn  a 
decision  of  a  duly  constituted  judicial  tribunal. 
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We  last  raised  the  Gibbs  and  Hill  dispute  with  Saudi 
Foreign  Minister  Saud  on  March  2.   At  the  time,  he  told 
Assistant  Secretary  Pelletreau  that  he  would  instruct  the  Saudi 
Embassy  here  to  meet  again  with  Hill  International's  Chairman, 
Irvin  Richter,  to  explore  ways  of  reopening  the  legal  review  of 
the  dispute  in  Saudi  Arabia. 

Ambassador  Bandar  has  not  returned  to  his  office  since  late 
last  year.   Nonetheless,  we  understand  that  officials  of  the 
Saudi  Embassy  are  prepared  to  meet  with  Mr.  Richter  to  discuss 
possible  ways  of  reopening  the  legal  process  in  Saudi  Arabia. 
Although  Embassy  officials  have  told  us  that  given  the 
juridical  decision  they  cannot  meet  with  Mr.  Richter  to  deal 
with  the  dispute  as  a  commercial  claim,  we  have  continued  to 
urge  them  to  seek  a  way  to  resolve  this  dispute. 

As  Hill  International's  attorneys  are  aware,  the  company  is 
free  to  submit  the  case  to  the  Department  for  consideration  on 
an  espousal  basis.   A  determination  to  espouse  the  claim 
against  the  government  of  Saudi  Arabia  is,  of  course,  a  complex 
process.   For  the  Department  to  proceed,  a  departmental  review 
of  the  case  would  have  to  find,  inter  alia,  that  a  cause  of 
action  existed;  that  Saudi  judicial  remedies  have  been 
exhausted  or  resort  to  such  remedies  would  be  futile;  that  a 
failure  of  justice  took  place  in  the  formal  review  of  the  claim 
in  the  Saudi  courts  or  that  there  was  otherwise  a  breach  of 
Saudi  Arabia's  obligations  under  international  law. 
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Question: 

1  I  am  concerned  that  while  your  request  included  a  $900  million  increase,  the 

Administration  failed  to  include  all  the  flinding  the  US  will  owe  or  need.  It  is  my  strong 
suspicion  that  you  are  already  planning  a  supplemental  for  next  year  and  I  can  tell  you  the 
prospects  for  such  legislation  are  dim,  at  best 

It  is  my  intention  to  draft  a  combined  authorization  bill  for  FY  96  and  FY  97  that 
will  1)  meet  our  deficit  reduction  targets,  and  2)  will  include  all  of  the  ftands  allowed  for 
foreign  affairs  agencies  and  programs    It  is  my  understanding  that  your  FY  96  request  did 
not  include  funds  necessary  to  pay  our  debts  to  the  U.N.,  World  Bank  and  other 
international  institutions.  Why  did  you  not  propose  cuts  in  other  international  programs  to 
pay  these  debts? 

Answer: 

The  Administration's  FY  96  request  for  Function  150  was  structured  to  obtain  funding  for 

only  the  minimum  essential  requirements  to  carry  out  the  nation's  foreign  policy.  There 

are  two  areas  of  very  large  arrears  to  multilateral  institutions:  monies  owed  for  UN 

peacekeeping  and  arrears  to  Multilateral  Development  Banks  (MDBs). 


UN  Peacekeeping:  The  Administration  submitted  a  $672  million  emergency  request  for  a 
supplemental  appropriation  for  FY  95  that  would  have  helped  us  become  current  on  our 
contributions  to  the  United  Nations  for  Peacekeeping  Operations;  however.  Congress 
chose  not  to  flind  the  request    In  view  of  uncertainties  in  the  former  Yugoslavia,  only  six 
months  of  funding  was  requested  in  the  President's  FY  96  Budget  for  the  UNPROFOR 
operation    We  will  discuss  additional  requirement  with  the  Congress  when  the  situation  is 
clearer 

MDBs:  The  President's  FY  96  Budget  Request  does  include  funds  to  continue  the  four« 
year  plan  that  commenced  in  FY  95  to  reduce  our  arrears  to  the  multilateral  development 
banks  (MDBs)    The  FY  95  appropriation  provided  for  the  clearing  of  the  first  $22  million 
of  MDB  arrears  The  second  year  of  the  plan  envisions  clearing  $383  million,  thus 
reducing  the  outstanding  arrears  to  $420  million  by  the  end  of  FY  96    Initial  FY  96 
Appropriations  Committee  action  raises  a  concern  that  we  will  not  be  able  to  meet  our 
annual  MDB  requirements,  much  less  to  reduce  arrears. 
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Answer  Incorporates  Information  as  of  June  21,  1995 

Question: 

2.   Will  we  see  a  large  military  aid  request  for  Jordan 
next  year? 

Answer : 

The  Government  of  Jordan  has  expressed  its  hopes  for 

an  increase  in  the  level  of  U.S.  economic  and  security 

assistance.   A  U.S.  Department  of  Defense  team  that 

visited  Jordan  in  August  1994  discovered  severe 

deficiencies  in  the  Jordanian  Armed  Forces  (JAF)  ability 

to  sustain  existing  forces.   The  Administration  requested 

additional  Foreign  Military  Financing  (FMF)  funds  for  FY 

96  to  help  Jordan  meet  some  of  its  most  critical, 

short-term  needs.   Many  long-term,  crucial  gaps  remain. 

We  are  seriously  considering  how  to  meet  some  of 
Jordan's  security  needs  and  how  to  support  the  JAF ' s 
restructuring  to  a  lighter,  mobile  force.   Specifically, 
we  will  request  a  $100  million  drawdown  package  of 
military  assistance  for  Jordan.   This  drawdown  is  part  of 
the  President's  commitment  to  address  Jordan's  legitimate 
security  needs.   The  package  will  address  the  immediate 
needs  of  the  JAF  for  border  security  and  sustainment.   We 
will  consult  closely  with  Congress  as  we  consider  various 
options . 
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Question: 

The  recent  killing  of  two  American  consulate  personnel  in, 
Karachi  reminds  us  all  that  it  is  still  a  dangerous  world.   Can 
you  assure  the  Committee  that  the  Department  has  not  made  cuts 
in  the  Diplomatic  Security  Bureau  ("D/S")  over  the  last  three 
years,  or  that  there  are  no  planned  cuts  for  D/S  which  would 
needlessly  put  our  overseas  U.S.  personnel  at  an  unreasonable 
risk? 


Answer : 

o   The  Department  has  been  able  to  reduce  the  cost  of  its 
security  programs  over  the  past  several  years  through 
careful  application  of  risk  management.   These  cost  savings 
have  been  consistent  with  changing  security  requirements 
since  the  advent  of  the  post-Cold  War  era. 

o   Through  streamlining  and  better  management,  the  Bureau  of 
Diplomatic  Security  has  been  able  to  achieve  savings 
without  jeapordizing  the  quality  of  security  programs 

o   For  example,  the  Department  has : 

Implemented  interagency  approved  security  standards 
that  allocate  resources  at  overseas  posts  based  on 
changing  threat  levels.   Security  is  preserved  while 
achieving  savings. 

Closely  monitored  interagency  approved  security 
standards  for  the  overseas  Local  Guard  Program  at 
posts  resulting  in  millions  of  dollars  of  savings. 

Reduced  uniformed  guard  services  at  domestic 
facilities  allowing  thousands  of  dollars  in  savings. 

o    In  the  future,  we  intend  to  continue  to  achieve  savings 
through  effective  management  of  our  security  resources 
while  providing  the  appropriate  level  of  security 
protection  for  all  U.S.  employees  overseas. 
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Q:    The  vice  President  claimed  $5  billion  in  savings  could 
come  from  the  NPR.   When  our  staff  checked  with  your  people, 
they  said  the  savings  would  come  from  budget  reductions  in  real 
programs  and  not  the  NPR.   Could  you  confirm  this? 

A:   The  $5  billion  in  savings  described  in  the  NPR  II  press 
release  of  January  27,  1995  are  those  assigned  by  0MB  to  the 
International  Affairs  account  (Function  150)  over  the  next  five 
years.   These  savings  are  in  addition  to  the  National 
Performance  Review's  first  round  of  cuts. 

Under  the  first  round  of  National  Performance  Review  and 
Deficit  Reduction,  the  Department's  budget  was  straight-lined, 
with  no  allowance  for  inflation,  and  was  assigned  a  total  of  11 
percent  in  FTE  cuts  from  1993-99. 

This  round  of  savings,  reflected  in  our  November  1994  passback 
from  0MB  giving  guidance  for  1997-2000,  cuts  below  that  flat 
budget  amount,  by  3  percent  in  1997,  and  by  2  percent 
additional  in  each  of  the  following  years,  for  a  total  of  a  9 
percent  additional  cut  in  2000,  and  a  cumulative  total  savings 
of  $5  billion. 

The  FTE  and  other  cuts  contained  in  our  budget  request  will 
help  Department  operations  meet  its  share  of  the  $5  billion 
savings.   Details  of  some  of  the  methods  we  will  use  to  meet 
the  cuts  have  been  elaborated  in  the  Department's  Strategic 
Management  Initiative  which  is  our  primary  response  to  National 
Performance  Review  II. 
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Question: 

The  International  Narcotics  budget  has  been  cut  by  over  one 
third  during  the  past  two  years  by  Congress.   Can  you  tell  me   if  the 
FY  96  request  of  $213  million  is  in  fact  a  real  versus  bookkeeping 
increase,  knowing  that  ESF  funds  for  Colombia  and  Peru  are 
included?   Will  the  Department  be  up  here  fighting  for  this  program 
or  will  it  leave  it  to  others  as  has  happened  in  the  past? 

Answer : 

Our  FY  96  budget  request  of  $213  million  includes  $140 

million  specifically  for  the  INL  narcotics  control  account, 

$47  million  for  ESF  and  $26  million  for  FMF .   These  figures 

represent  a  real  increase  from  the  1995  appropriation  which 

was  $105  million  INC,  $17.5  million  ESF  and  $12.9  million  FMF. 


As  the  President,  the  Secretary  of  State  and  other 
senior  officials  have  repeatedly  stated,  international 
narcotics  control  is  a  top  priority  for  the  Administration. 
The  Secretary  of  State  has  explained  this  to  the  Congress,  as 
have  the  Bureau  of  International  Narcotics  and  Law 
Enforcement  Affairs  Assistant  Secretary  and  Deputy  Assistant 
Secretary  in  four  separate  formal  hearings  this  year.   On  the 
budget  request  per  se,  we  have  an  on-going  dialogue  with 
Senate  and  House  authorizing  and  appropriating  committees. 
We  feel  that  our  programs  are  efficient  and  effective  and  we 
are  determined  to  pursue  this  important  national  priority  in 
the  international  arena. 

The  FY  96  budget  approved  by  the  House  Appropriations 
Committee  last  week  constitutes  nearly  a  50  percent  cut  from 
our  request  level,  and  more  than  a  20  percent  reduction  from 
the  funding  actually  appropriated  by  Congress  last  year.  If 
enacted  by  the  full  Congress,  it  would  require  major  cuts  in 
existing  programs  and  efforts  to  combat  international 
narcotics  trafficking  and  organized  crime. 

We  are  especially  grateful  for  Congressman  Oilman's 
staunch  support  for  counternarcotics  programs  and  policy  over 
the  years  and  especially  in  this  year  of  difficult  budget 
decisions . 
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Answer  Incorporates  Information  as  of  June  21,  1995. 

Question: 

6.   With  regard  specifically  to  Iran,  I  understand  there  was  a 
Deputies  meeting  at  the  White  House  regarding  the  bill  on  trade 
with  Iran.   Has  the  Administration  taken  a  position  on  the  bill? 

Answer : 

President  Clinton  issued  an  Executive  Order  May  6  that 

prohibits  U.S.  persons  from  trading  with  or  investing  in  Iran. 

These  new  sanctions,  in  conjunction  with  pre-existing  trade 

restrictions,  create  a  U.S.  embargo  against  Iran. 

The  President's  decision  to  impose  new  sanctions  is  the 
culmination  of  an  internal  review  of  our  Iran  policy  which 
began  last  November.   The  review  sought  to  identify  ways  to 
make  more  effective  U.S.  efforts  to  contain  unacceptable 
Iranian  activities  in  areas  such  as  international  terrorism, 
support  for  violent  opposition  to  the  Middle  East  peace 
process,  and  pursuit  of  weapons  of  mass  destruction,  including 
nuclear  weapons.   Such  activities  underscore  the  need  for 
additional  measures  by  the  international  community  to  make  Iran 
pay  a  price  for  its  behavior. 

In  imposing  the  new  sanctions.  President  Clinton  clearly 
signalled  his  determination  to  lead  that  effort.   He  approved 
these  measures  after  concluding  they  would  be  the  most 
appropriate  means  of  U.S.  action. 


92-768  0-95-5 
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Question  7; 

Could  you  please  comment  on  the  reported  diversions  of  U.S.  oil 
by  the  North  Koreans? 


Answer 

In  the  weeks  after  our  first  delivery  of  50,00  metric  tons  of 
heavy  fuel  oil  to  the  DPRK  in  January  1995,  we  developed 
concerns  that  a  small  portion  of  the  oil,  perhaps  up  to  20%, 
was  being  used  for  civilian  industrial  use  purposes  rather  than 
those  provided  for  under  the  Agreed  Framework. 

According  to  the  U.S. -DPRK  Agreed  Framework  the  heavy  fuel  oil 
is  to  be  used  to  generate  heat  and  electrical  power.   While  the 
amounts  in  question  were  not  in  themselves  of  great 
significance,  we  took  these  reports  very  seriously  because  they 
went  to  the  issue  of  North  Korean  compliance  with  the  Agreed 
Framework. 

As  we  have  stated  repeatedly,  the  oil  that  was  delivered  to 
North  Korea  was  heavy  fuel  oil,  also  known  as  Bunker  C  oil.   It 
cannot  be  used  to  operate  military  machinery  or  equipment;  thus 
we  have  no  concerns  that  the  oil  we  delivered  was  put  to  use  by 
the  North  Korean  military. 

We  have  made  clear  to  the  North  Koreans,  most  recently  in  Kuala 
Lumpur,  that  we  will  not  deliver  any  additional  oil  until  a 
monitoring  system  is  in  place  to  ensure  that  future  shipments 
are  not  diverted.   A  team  of  experts  is  currently  in  Pyongyang 
taking  up  this  issue  with  the  North  Koreans. 
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Question  8;  ,  -  •  '     ■    '  i 

With  regard  to  your  new  program  to  fund  the  Korean  Peninsula 
Energy  Development  Organization  (KEDO) ,  my  staff  has  identified 
only  $3.5  million  of  hte  $22  million  requested  that  will 
actually  fund  the  organization.   The  rest  of  the  funding  cduld 
be  seen  as  providing  foreign  assistance  to  North  Korea.   What 
would  happen  if  we  limited  KEDO  funding  to  just  $3.5  million? 


Answer  , -i  -  ^  ,  ^, 

The  Korean  Peninsula  Energy  Development  Organization  (KEDO)  is 
critical  to  the  success  of  the  specific  objectives  of  the 
U.S.-DPRK  Agreed  Framework,  the  general  goals  of  international 
nuclear  non-proliferation  norms,  and  the  aim  of  maintaining 
peace  and  security  on  the  Korean  Peninsula. 

The  FY    1996  budget  request  for  $22  million  is  for  KEDO 
organizational  costs  ($3  million) ,  heavy  fuel  oil  deliveries  to 
the  DPRK  ($10  million) ,  and  the  light  water  reactor  project 
($9  million) . 

As  the  Executive  Board  of  KEDO,  the  U.S.,  ROK,  and  Japan  have 
invited  European,  Asian,  and  Gulf  countries  to  participate  in 
and  contribute  to  KEDO  in  support  of  the  objectives  of  the 
Agreed  Framework.   Although  the  majority  of  support  for  these 
projects  will  come  from  cash  and  in-kind  contributions  from 
other  KEDO  members,  especially  the  ROK  and  Japan,  the  U.S. 
contribution  is  necessary  to  demonstrate  U.S.  leadership  and  to 
supplement  and  stimulate  contributions  from  other  countries. 
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Eliminating  or  reducing  the  U.S.  contribution  to  KEDO' s 
projects  would  cripple  that  organization,  severely  undermine 
our  ability  to  play  a  leadership  role,  jeopardize  the 
implementation  of  the  Agreed  Framework,  and  contribute  to 
rising  security  tensions  on  the  Korean  Peninsula.   Key  U.S. 
national  security  interests  in  a  strong  international 
non-proliferation  regime,  a  nuclear-free  Korean  Peninsula,  and 
in  a  secure  and  peaceful  Northeast  Asia  would  also  be  severely 
damaged. 

Full  funding  of  this  request  is  the  best  way  to  promote  both 
U.S.  peace  and  security  as  well  as  nuclear  non-proliferation 
interests  in  Northeast  Asia. 

FOREIGN  AFFAIRS  FUNDING 

Question: 

Given  the  good  work  of  the  UN  Voluntary  Fund  for  Victims  of 
Torture,  why  did  the  Administration  request  a  cut  of  $1  miiiionr 

Answer: 

The  Administration's  request  of  $500,000  in  no  way  reflects 
dimunition  of  U.S.  support  for  this  program  which  provides  much 
needed  humanitarian  assistance  worldwide  to  victims  of  torture 
and  their  families.   In  our  view,  this  level  of  funding  is 
sufficient  for  the  Fund  to  maintain  its  support  for  a  variety 

f  treatment  centers,  including  those  in  the  United  States,  and 
to  stimulate  more  equitable  burden  sharing  arrangements.   At 
the  $1.5  million  level,  the  U.S.  contribution  represents  40 
percent  of  overall  contributions.   It  is  our  expectation  that 
local  centers  throughout  the  world  will  receive  additional 
funding  from  the  private  sector. 


o 
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Question 

1 0     With  regard  to  the  International  Fund  for  Agricuhural  Development  ("IFAD").  the 
Administration  recently  agreed  to  a  three  year  replenishment  that  will  cost  the  US  $90  million 
over  the  next  three  years    The  Administration  included  only  $5  million  in  its  FY  96  request    At 
that  rate,  it  will  take  the  US   18  years  to  meet  its  obligation  to  IFAD's  replenishment    Are  our 
replenishment  negotiators  out  of  touch  with  your  resources  people  at  State'^ 

Answer: 

The  United  States  has  not  agreed  to  pledge  a  specific  amount,  nor  have  we  accepted  a  specific 
share  of  the  replenishment    The  various  elements  of  the  executive  branch  concerned  with  the 
IFAD  replenishment  are  working  together  to  resolve  the  issues  pertaining  to  the  amount  of  the 
U  S  contribution    The  $5  million  requested  for  IFAD  for  FY  96  is  a  "placeholder"  for  our 
contribution  to  the  Fourth  Replenishment  until  the  final  appropriations  are  determined  for  US 
voluntary  contnbutions  to  international  organizations    The  target  for  the  overall  contnbution  to 
IFAD  by  member  countries  of  the  Organization  for  Economic  Cooperation  and  Development 
(OECD)  over  the  next  three  years  is  $420  million    If  the  United  States  were  to  participate  in  the 
next  replenishment  to  a  degree  proportionate  to  our  participation  in  the  Third  Replenishment,  we 
would  be  expected  to  contribute  $92  million  of  this  total    If  pledges  of  at  least  90%  of  the  total 
OECD  target  are  achieved  by  September,  1995  and  if  pledges  of  at  least  85%  of  the  target  for 
OPEC  and  developing  countries  are  achieved  by  then,  the  replenishment  will  be  completed    Other 
members  expect  the  United  States  to  announce  its  commitment  by  that  time    However,  if  the  final 
FY  96  appropnat.ons  have  not  been  determined  by  September,  the  United  States  may  not  be  able 
to  announce  its  pledge    Moreover,  if  90%  of  the  OECD  target  has  not  been  pledged  by  „ 
September,  the  IFAD  Governing  Council  may  need  to  reopen  replenishment  negotiations 
of  the  ftinding  levels  proposed  in  H  R   1 561  were  to  become  law,  we  would  be  unable  to  meet 
this  commitment    Because  the  other  donors  look  to  the  United  States  for  leadership,  if  we  are 
unable  to  make  a  substantial  pledge,  it  is  possible  that  other  donors  may  decide  to  reduce  their 
pledges  as  well 
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FUNDING  FOR  CLIMATE  ACTIVITIES 
Congressman  Gilman,  Question  11 


Question 


The  Administration  requested  funds  for  ten  international 
environmental  organizations,  including  the: 

1.  U.N.  Environment  Programme  (UNEP) 

2.  International  Union  for  the  Conservation  of  Nature  (lUCN) 

3.  International  Tropical  Timber  Organization  (ITTQ) 

4.  Convention  on  the  International  Trade  in  Endangered' 
Species  (CITES) 

5.  Ramsar  Convention  on  Wetlands 

Within  this  group,  we  found  no  less  than  five  environmental 
organizations  dealing  with  climate  change,  including  the: 

1.  Montreal  Protocol  Multilateral  Fund 

2.  UN  Framework  on  Climate  Change  (UNFCCC) 

3.  Intergovernmental  Panel  on  Climate  Change  (IPCC) 

4.  World  Meteorological  Organization  (WMO) ,  Voluntary 
Cooperative  Program 

5.  World  Meteorological  Organization,  Scientific  Fund  for 
Climate  Activities 

It  would  appear  there  is  some  need  for  consolidation  here. 
What  are  you  doing  to  prevent  overlap  and  duplication  of  effort? 


Answer 

Although  all  these  programs  deal  with  the  atmosphere,  they 
differ  substantially  in  their  missions,  objectives  and  program 
work.   Three  of  the  organizations  deal  with  quite  different 
aspects  of  climate  change.  The  Framework  Convention  on  Climate 
Change  (FCCC)  is  where  the  nations  of  the  world  meet  to  develop 
climate  policy.   The  Intergovernmental  Panel  on  Climate  Change 
(IPCC)  provides  the  science  necessary  to  make  sound  climate 
policy.   The  Special  Fund  for  Climate  Activities  of  the  World 
Meteorological  Organization  helps  developing  countries  build 
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capacity  to  monitor  greenhouse  gases,  climate  and  ultra-violet 
radiation  -  helping  to  fill  a  critical  gap  in  our  knowledge  of 
global  climate. 

The  other  two  organizations  deal  with  separate  issues.  ^  The 
Montreal  Protocol  Multilateral  fund  attempts  to  minimize  ozone 
depletion,  while  the  WMO  Voluntary  Cooperative  Program  tracks 
severe  weather  patterns. 

Therefore,  little  overlap  or  duplication  of  effort  occurs 
between  these  organizations  -  although  in  many  cases  their 
work  is  mutually  supportive. 

-    The  Montreal  Protocol  Fund  supports  developing  countries 
efforts  to  minimize  the  productions  and  consumption  of 
ozone  depleting  gases  -  gases  which,  for  example,  lead  to 
declining  health  of  U.S.  and  global  populations  through 
increased  skin  cancer  and  cataracts. 

.   The  Framework  Convention  on  Climate  Change  (FCCC)  is  the 
mechanism  for  developing  international  policies  to  prevent 
global  warming  by  addressing  emissions  of  greenhouse  gases; 
unchecked,  climate  changes  could  lead  to  rising  sea  levels, 
changing  storm  tracks  and  storm  severity,  and  changes  in 
temperature  and  precipitation  critical  for  global  food 
production. 
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•  The  Intergovernmental  Panel  on  Climate  Change  (IPCC) 
provides  the  scientific  basis  for  sound  policy-making  in 
the  FCCC  forum.   It  provides  assessments  of  climate  change, 
including  the  science  of  the  climate  system,  possible 
impacts  of  climate  change,  options  for  response  strategies, 
and  cross-cutting  issues  such  as  economic  impacts. 

•  The  Voluntary  Cooperative  Program  of  the  World 
Meteorological  Organization  has  a  primary  focus  on  near 
term  weather  phenomena  --  including  predicting  storm 
tracks,  hurricanes,  floods  and  droughts.   The  organization 
also  collects  data  of  long-term  importance  for  monitoring 
global  climate. 

•  The  Special  Fund  for  Climate  Activities  of  the  World 
Meteorological  Organization  provides  resources  to  assist 
developing  countries  build  capacity  to  monitor  greenhouse 
gases,  climate  and  ultra-violet  radiation.   This 
contributes  to  a  database  required  for  research  and 
ultimately  sound  climate  predictions. 

Thus,  while  all  of  these  programs  deal  with  the  atmosphere, 
they  do  differ  substantially.   Additional  detail  is  provided 
below  on  each  of  these  programs. 
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1.   MONTREAL  PROTOCOL  MULTILATERAL  FUND 

The  ozone  layer  is  a  thin  band  in  the  upper  atmosphere  that 
blocks  out  most  of  the  suns  harmful  ultraviolet  rays. 
Unfortunately,  a  class  of  man-made  chlorine  and  bromine  gases, 
when  released  into  the  atmosphere,  destroys  this  layer.   To 
combat  this  threat,  the  United  States  and  more  than  130  other 
countries  negotiated  and  ratified  the  Vienna  Convention  on 
Substances  that  Deplete  the  Ozone  Layer,  and  subsequently,  a 
series  of  protocols  to  that  convention  that  call  for  phasing 
out  production  of  these  harmful  chemicals. 

The  Montreal  Protocol  Multilateral  Fund  was  incorporated 
into  the  Montreal  Protocol  on  Substances  that  Deplete  the  Ozone 
Layer  in  1990  and  became  permanent  in  1993.   The  Fund  supports 
developing  country  efforts  to  phase  out  ozone-depleting 
substances.   Without  participation  by  major  developing 
countries,  the  billions  of  dollars  spent  by  the  United  States 
to  replace  ozone  depleting  substances  will  be  negated  and 
prospects  for  ozone  layer  recovery  severely  hampered.   One  of 
the  benefits  of  the  Fund  is  that  U.S.  industries  are  expected 
to  earn  much  more  from  Multilateral  Fund-financed  sales  than 
the  United  States  contributes  to  the  Fund,  due  to  their  world 
leadership  in  many  ozone  depleting  substance  reduction 
technologies . 
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Currently  the  United  States  provides  25%  of  the  fund's 
budget;  while  all  Parties  provide  some  funding,  other  major 
contributors  include  Japan,  countries  in  the  European  Union  and 
other  OECD  countries. 

2.   UN  FRAMEWORK  CONVENTION  ON  CLIMATE  CHANGE  (UNFCCC) 

The  scientific  community  has  long  noted  the  potential  for 
human  activities  to  contribute  to  global  climate  change.   A 
broad  consensus  has  developed  over  the  past  several  years  that 
human-induced  climate  change  can  arise  from  industrial  and  land 
use  practices  that  release  or  remove  "greenhouse"  gases  from 
the  atmosphere.   Climate  change  could  lead  to  changes  in 
temperature,  precipitation,  soil  moisture,  and  the  frequency 
and  intensity  of  storms,  as  well  as  to  rising  sea  levels 
globally. 

The  Framework  Convention  on  Climate  Change  was  signed  in 
1992  and  has  been  ratified  by  134  countries,  including  the 
United  States   The  Convention  calls  on  parties  to  inventory 
greenhouse  gas  emissions  and  take  measures  to  mitigate  climate 
change.   Developed  country  parties  are  to  aim  to  return 
greenhouse  gas  emissions  to  1990  levels  by  the  year  2000.   To 
maintain  concerted  global  action,  fulfillment  of  U.S. 
commitments  to  support  the  UNFCCC  are  essential.   No  other 
international  organization  engages  all  countries  in  the  next 
steps  to  address  the  global  warming  problem. 
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The  first  meeting  of  the  Parties  to  the  Convention  was  held 
in  Berlin,  Germany  in  March-April  1995.   At  that  time,  the 
Parties  adopted  a  budget  of  approximately  $12  million,  of  which 
the  U.S.  share  would  be  25%. 

3.   INTERGOVERNMENTAL  PANEL  ON  CLIMATE  CHANGE  (IPCC) 

Like  the  FCCC,  the  Intergovernmental  Panel  on  Climate 
Change  was  established  to  help  the  international  community 
address  the  climate  change  issue.   However,  this  body  is  not  a 
policy  organ,  but  rather  an  assessment  body  --  providing  the 
international  community  with  scientific  information  about 
climate  change,  its  impacts  and  possible  response  options  to 
mitigate  and  adapt  to  its  effects. 

The  Intergovernmental  Panel  on  Climate  Change  (IPCC)  was 
estabished  in  1988  by  the  United  Nations  Environment  Programme 
(UNEP)  and  the  World  Meteorological  Organization  (WMO) .   The 
IPCC  is  an  independent  scientific  council,  formed  originally  to 
carry  out  regular  assessments  of  the  scientific  and  economic 
issues  associated  with  climate  change,  and  to  study  the 
adaptation/mitigation  options  available  to  address  it.   When 
climate  negotiations  began,  the  IPCC  was  asked  to  respond  to 
the  need  for  objective  scientific  and  technical  advice  for  the 
Intergovernmental  Negotiating  Committee  for  the  Framework 
Convention  on  Climate  Change  (INC-FCCC). 
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The  IPPC  provided  critical  input  into  the  negotiations  of 
the  Climate  Convention,  and  is  relied  on  heavily  by  the 
Conference  of  the  Parties  to  the  FCCC,  national  governments  and 
international  organizations  to  assure  that  objective  scientific 
information  provides  the  underpinning  for  policy  decisions. 

A  second  full  assessment  of  the  state  of  the  science  of 
climate  change  is  to  be  published  by  the  IPCC  at  the  end  of 
1995;  more  than  1000  scientists  from  over  100  countries  will  be 
involved  in  the  preparation  and  review  of  this  report.  The 
U.S.  contributes  approximately  20%  of  the  IPCC's  $4  million 
budget. 

4.   THE  WORLD  METEOROLOGICAL  ORGANIZATION,  VOLUNTARY 
COOPERATIVE  PROGRAM  (VCP) 

Weather,  and  the  ability  to  predict  weather  patterns,  are 
critical  to  the  safe  and  financially  sound  operation  not  only 
of  agriculture  but  also  of  an  array  of  industries  from 
transportation  to  tourism.   The  Voluntary  Cooperative  Program 
was  established  to  coordinate  and  facilitate  worldwide 
cooperation  in  collecting  and  exchanging  meteorologic, 
hydrologic  and  geophysical  observations  obtained  from  the  land, 
oceans,  atmosphere  and  space. 
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The  VCP  provides  training  and  equipment  to  developing 
countries  to  improve  their  meteorological  and  hydrologic 
services.   It  also  provides  for  continuous,  two-way 
communication  of  climate  and  environmental  data  for  severe 
weather  events,  natural  disasters,  and  for  the  protection  of 
life  and  property.   The  United  States  benefits  from  this 
program  through:   increased  accuracy  of  forecasting  on 
hurricanes,  floods  and  other  severe  weather;   improved  weather 
alert  systems  for  international  aviation;   and  long-range 
predictions  to  help  reduce  crop  losses  for  U.S.  agriculture 
industry. 

The  United  States  provides  approximately  30%  of  the 
program's  $6.5  million  annual  budget;  however,  approximately 
90%  of  the  VCP's  total  expenditures  are  for  training  and 
equipment  purchased  in  the  United  States. 

5.  WORLD  METEOROLOGICAL  ORGANIZATION,  SPECIAL  FUND  FOR  CLIMATE 
ACTIVITIES 

Climate  change  is  a  global  problem,  and  greenhouse  gases 
may  originate  anywhere  in  the  world  and  still  lead  to  a  change 
in  the  global  climate  system.   However,  many  developing 
countries  do  not  have  the  capacity  to  monitor  their  emissions 
of  greenhouse  gases  --  nor  to  assess  the  consequences  of  rising 
global  emissions  and  of  concomitant  climate  change. 
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The  Special  Fund  for  Climate  Activities  provides  start-up 
funding  to  build  capacity  in  developing  countries  for  climate 
observation  activities.   These  observations  will  help  provide 
environmental  information  necessary  to  both  the  United  States 
and  the  international  community  for  research  and  sound  climate 
predictions,  and  assist  in  warning  of  climatic  events  that  may 
have  major  impact  on  the  United  States  and  the  rest  of  the 
world. 
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Question: 

Is  there  any  alternative  you  can  recommend  to  government  level 
participation  in  organizations  such  as  the  "International  Lead 
and  Zinc  Study  Group,  "International  Wheat  Council,"  two  Rubber 
Study  Groups  or  the  Bureau  of  International  Expositions? 

Answer; 

There  are  essentially  two  alternatives;  one  would  be  for 
industry  to  shoulder  the  burden  of  the  U.S.  financial 
contribution  to  an  intergovernmental  organization.   The  other 
would  be  to  discontinue  U.S.  Government  membership  in  an 
organization  leaving  U.S.  industry  to  its  own  devices. 

The  former  would  involve  direct  private  funding  of  a 
governmental  function.   It  raises  a  concomitant  issue 
concerning  the  extent  to  which  the  U.S.  is  willing  potentially 
to  have  public  policy  made  by  private  interests.   Although  some 
of  the  organizations  at  issue  here  are  sector  specific, 
industry  views  may  vary  from  overall  U.S.  policy  interests,  and 
any  groups  which  pay  the  freight  might  well  desire  to  call  the 
policy  shots.   Thus,  such  a  funding  proposal  could  raise 
serious  issues  of  conflict  of  interest.   Any  attempt  to 
establish  such  a  private  funding  system  would  require 
legislation  to  address  the  policy  making  role  of  the  private 
sector. 

The  other  possibility  is  to  discontinue  U.S.  membership  and 
leave  U.S.  industry  to  its  own  devices.   If  the  organization 
continues,  industry  may  seek  influence  through  foreign 
governments  (e.g.,  foreign  subsidiaries  which  participate  in 
industry  advisory  bodies  or  informal  arrangements  with  the 
organization) .   If  the  organization  is  discontinued,  the 
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industry  may  seek  to  perform  similar  functions  through  an 
industry  association,  although  efforts  to  do  so  may  call  for 
closer  scrutiny  from  an  antitrust  perspective.   Discontinuing 
U.S.  participation  in  such  organizations  also  runs  the  risk  of 
the  United  States  being  unable  to  promote  management 
efficiencies  in  these  organizations  and  leverage  contributions 
from  other  countries. 

The  question  cited  the  International  Wheat  Council  as  an 
example  of  such  an  international  organization.   The 
International  Wheat  Council  (to  be  the  International  Grains 
Council  as  of  July  1,  1995)  is  an  inter-governmental 
organization  which  assembles,  analyzes  and  publishes  data  on 
production,  price  and  market  forecasts  for  the  use  of 
governments  and  farm  exporters.   The  U.S.  Department  of 
Agriculture  (USDA)  depends  on  IWC  data  for  its  grain  programs 
and  U.S.  farm  exporters  benefit  directly. 

A  part  of  the  IWC  is  the  Food  Aid  Convention  (FAC)  which 
coordinates  food  aid  donor  governments'  efforts.   The  FAC 
encourages  countries  like  Japan,  which  are  not  normally  food 
exporters,  to  purchase  U.S.  grain  to  join  in  international  food 
aid  efforts.   There  is  no  appropriate  industry  body  that  could 
assume  U.S.  participation  in  the  IWC,  particularly  its  food  aid 
component . 

It  can  also  be  argued  that  the  Bureau  of  International 
Exhibitions  (BIE)  is  different  from  the  commodity 
organizations.   The  BIE  provides  for  the  orderly  planning  of 
international  expositions  which  can  only  be  dealt  with  by 
governments . 


141 


Question:   13.  Would  you  be  willing  to  take  on  a  goal  of 
withdrawing  from  5  or  10  of  these  small 
international  organizations  over  the  next  two  years? 


Answer:   Our  participation  in  the  smaller  organizations  is 
under  continuous  review.   Should  we  find  that 
participation  in  an  organization  is  no  longer  in  our 
interests,  or  no  longer  worth  the  costs  of 
participating,  we  would  withdraw.   We  see  little  valu( 
in  setting  an  arbitrary  number  of  organizations  from 
which  to  withdraw. 


Question: 

1.   What  is  the  status  of  the  Special  Defense  Acquisition  Fund 
(SDAF)?   When  will  that  fund  be  totally  decapitalized? 


Answer: 

The  Special  Defense  Acquisition  Fund  (SDAF) ,  established  in 
1981,  is  in  the  process  of  being  phased  out.   Originally 
capitalized  at  $1.07  billion,  the  SDAF  now  contains  net  assets 
of  $804  million.   We  expect  the  SDAF  will  be  fully 
decapitalized  in  fiscal  year  1999. 
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Question: 

2.   The  Committee  is  interested  in  identifying  the  amount  of 
resources  dedicated  in  the  FY  96  security  assistance  request 
which  are  utilized  for  monitoring  the  end-use  of  U.S. 
transferred  weapons  systems  in  recipient  countries. 


Answer : 

Resources  relating  to  security  assistance  offices'  (SAOs) 
continuing  responsibility  to  monitor  the  use  and  disposition  of 
end-items  provided  under  the  former  Military  Assistance  Program 
(MAP)  and  other  authorities  (e.g.,  draw  downs,  grant  excess 
defense  articles)  of  Part  II  of  the  Foreign  Assistance  Act 
(FAA)  are  included  in  our  FY  96  request  of  $23,558  million  for 
Foreign  Military  Financing  (FMF)  administrative  costs.   These 
administrative  costs  are  authorized  pursuant  to  sections 
636(g)(1)  and  515(d)  of  the  FAA  and  are  used  to  finance 
security  assistance  program  administrative  costs  that  are  not 
related  to  administration  of  the  Foreign  Military  Sales  (FMS) 
program.   Administrative  costs  necessary  to  implement  the  FMS 
program  are  authorized  pursuant  to  sections  21(e)(1)(A)  and 
43(b)  of  the  Arms  Export  Control  Act. 

In  addition  to  the  expenses  associated  with  SAO  end-use 
monitoring  responsibilities,  FMF  appropriated  administrative 
funds  are  used  to  administer  FAA  authorized  programs  such  as 
IMET,  grant  transfers  of  defense  articles  (EDA  and  draw  downs), 
SAO  operating  expenses  and  the  administrative  costs  of  Military 
Departments,  Unified  Commands,  and  DSAA  as  they  relate  to  these 
programs . 
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3 .   What  would  your  views  be  on  establishing  a  program  similar 
to  "Blue  Lantern"  in  DSAA  to  monitor  end-use  compliance  for  FMS 
provided  weapon  systems?   What  kind  of  resources  would  you  need 
to  establish  such  a  program? 


A:   This  Department  is  very  satisfied  with  the  effectiveness  of 
the  "Blue  Lantern"  program.   The  program  is  a  crucial  part  of 
our  overall  system  for  end-use  monitoring  of  commercial  arms 
sales.   On  the  other  hand,  the  Department  of  Defense  is 
responsible  for  implementing  government -to -government  military 
assistance  and  sales  programs,  and  we  would  defer  to  DoD  on  the 
question  of  setting  up  in  DSAA  a  "Blue  Lantern"  program. 

If  a  single,  comprehensive  program  were  to  be  established 
under  the  aegis  of  the  Secretary  of  State  as  envisaged  in  the 
"American  Overseas  Interests  Act  of  1995",  resources  would  be  a 
critical  problem  requiring  resolution. 
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Question: 

4.   Can  you  tell  the  Committee  how  much  DoD  is  requesting  in 
assistance  for  the  military-to-military  contact  programs  in  the 
050  budget? 


Answer : 

With  the  submission  of  the  FY  96  budget,  the  DoD  has 
returned  the  budgeting  of  CINC  coordination  activities  to  the 
budgets  of  Military  Departments.   Since  the  activities  of  the 
CINCs  are  essential  for  them  to  perform  their  missions,  it  is 
necessary  that  the  coordination  functions  —  including  the 
conduct  of  joint  exercises  and  day  to  day  contact  with  other 
military  leaders  --  remain  with  the  DoD  to  allow  the  CINCs  and 
the  DoD  to  perform  their  Defense  mission.   For  FY  96,  the  DoD 
is  much  more  expert  in  terms  of  the  details  of  their  request 
than  is  the  State  Department.   While  we  have  coordinated 
closely  with  DoD  on  many  aspects  of  the  FY  95  military-to- 
military  contact  program,  the  Committee  would  be  better  served 
by  obtaining  specific  budget  details  of  DoD's  FY  96  request 
directly  from  the  Pentagon. 
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QUESTION; 

1.   The  Administration  requested  $10  million  to  support  a  new 
credit  program,  the  "Enhanced  Credit  Authority"  or  "ECA,"  that 
would  allow  Mission  Directors  to  spend  $15  in  grant  funds  to  make 
up  to  $100  in  loans.   While  it  sounds  good  and  may  allow  AID  to 
support  more  development  activities  at  a  lower  cost,  the  Treasury 
Department  is  asking  this  Committee  also  for  funds  to  forgive 
previous  AID  loans.   How  can  you  reassure  us  that  the  new  loans 
made  under  the  ECP  would  not  end  up  being  forgiven  later  by  the 
Treasury  Department? 

ANSWER : 


Most  of  the  activity  planned  under  Enhanced  Credit  Authority 
(ECA)  will  involve  non-sovereign  partial  guarantees,  made  in 
local  currency,  through  intermediary  financial  institutions. 
Guarantees  of  this  type  are  unlikely  to  result  in  any  debt 
forgiveness. 

With  regard  to  sovereign  loans  and  guarantees,  USAID  made  clear 
in  its  original  proposal  to  0MB  that  it  will  not,  as  a  matter  of 
principle,  extend  credit  under  ECA  to  countries  granted  recent 
debt  forgiveness.   Furthermore,  because  we  only  expect  to  extend 
sovereign  credits  to  countries  with  ICRAS  ratings  of  "D-"  or 
better,  ECA  will  automatically  exclude  those  countries  which  are 
part  of  the  Treasury  Department's  debt  forgiveness  plan. 

Finally,  it  should  be  noted  that,  unlike  previous  credit  programs 
which  resulted  in  debt  forgiveness,  ECA  credits  will  involve 
rigorous  risk  assessment.   Under  the  Credit  Reform  Act  of  1990, 
the  true  cost  of  all  new  loans  or  guarantees  must  be  on  budget. 
That  is,  USAID  must  set  aside  as  "credit  subsidy,"  a  reserve 
equal  to  expected  losses.   The  risk  model  which  USAID  will  us«  to 
determine  the  size  of  that  reserve  for  sovereign  credits  includes 
the  risk  of  future  defaults  and/or  debt  forgiveness. 
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Question:   You  requested  an  increase  of  $68.6  million  for  aid 
to  the  Newly  Independent  States  from  $719  million.   Given 
transfers  to  the  NIS  account  for  this  year,  I  understand  that 
you  are  planning  no  real  increase  for  this  account.   Is  that 
true? 


Answer:   Mr.  Chairman,  our  FY95  appropriation  in  the  NIS 
account  is  $850  million  of  which  we  are  transferring  $60 
million  to  OPIC,  $42  million  to  USIA,  $17  million  to  TDA  and 
$11.6  million  to  Peace  Corps  for  these  agencies'  programs  in 
the  NIS.   That  leaves  $719.4  million.   Our  $788  million  FY96 
request  includes  $18  million  for  the  science  centers, 
previously  supported  by  Nunn-Lugar  funds.   That  means  that  our 
FY96  request  is  about  $50  million  higher  than  our  FY95 
appropriation  in  order  to  respond  to  newly  reforming  Ukraine, 
Armenia  and  Georgia. 
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QUESTION: 


4.  Regarding  the  NIS,  this  Committee  has  been  concerned  about  the 
following  reports: 

-A  USAID  contractor  (ARD-Checchi)  proposed  a  law  faculty 
exchange  with  a  university  law  school  that  did  not  exist. 

-Another  contractor  (Save  the  Children)  won  a  contract  to 
develop  a  nonprofit  sector  in  Russia  having  never  been  to  Russia 
and  with  no  program  officers  who  spoke  Russian.   They  spent  six 
months  in  a  hotel  suite  driving  up  a  tab  while  looking  for  office 
space . 

Can  you  comment? 

ANSWER: 

*  We  have  no  knowledge  of  a  proposal  by  ARD/Checchi  or  any 
USAID  contractor  for  an  exchange  with  a  non-existent  law 
school.   Certainly,  we  have  not  financed  any  such  effort. 


Save  the  Children  was  awarded  a  grant  for  the  Russia  NGO 
Sector  Support  Program  on  a  competitive  basis  on  September 
30,  1994.   In  October  1994,  Save  the  Children  staff  arrived 
in  Moscow  to  intitiate  activities.   Their  first  training 
program  for  Russian  NGOs  took  place  in  December  1994,  with 
additional  courses  conducted  in  January  and  February  1995. 

USAID  maintained  a  rigorous  contractor  selection  process  in 
this  case.   We  firmly  believe  that  employing  contractors 
with  the  reguired  technical  expertise  is  the  best  way  to 
accomplish  institution  building  and  the  transfer  of 
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technology  through  training  and  technical  assistance.   The 
selection  of  contractors  follows  a  formal  process  designed 
to  ensure  cost-effectiveness  and  delivery  of  high-quality 
technical  services  using  eminently  qualified  people. 

Our  evaluation  criteria  for  contractor  selection  include  the 
experience  of  the  offeror  in  the  relevant  technical  field, 
and  the  experience  of  the  staff  proposed  to  implement  the 
project  (including  relevant  country  experience  and  language 
skills) .   Save  the  Children  met  the  requirements  and  offered 
the  best  value  to  the  USG  for  this  program. 

The  staff  of  Save  the  Children  is  NOT  living  in  any  hotel  in 
Moscow.  They  began  living  in  apartments  within  the  first 
few  weeks  of  their  arrival  in  Moscow,   Save  the  Children  has 
closed  its  temporary  office  space  at  a  Moscow  hotel  and  now 
occupies  permanent  quarters  in  an  office  building.   Although 
office  space  was  identified  in  November  1994,  Save  the 
Children  had  problems  reaching  a  lease  agreement  with  the 
landlord.   In  the  interim,  the  negotiated  cost  of  the 
temporary  hotel  office  space  was  competitive  with  the  cost 
of  the  permanent  quarters. 
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Question : 

Senator  Helms  has  proposed  the  creation  of  an  "International 
Development  Foundation"  to  handle  NGO  and  development  assistance 
activities.   Do  you  believe  that  this  would  be  a  more  effective 
way  to  manage  our  development  assistance  programs?   It  seems  to 
me  that  there  would  be  less  accountability  under  this  new 
"Foundation"  proposal  than  the  existing  system. 


Placing  development  assistance  programs  handled  by  NGOs 
under  an  independent  development  foundation,  while  leaving  other 
development  activities  scattered  through  various  State  Department 
offices,  would  virtually  eliminate  development  as  a  tool  of  U.S. 
foreign  policy. 

Development  also  would  be  divorced  from  strategic  and 
national  interests.   The  foundation  would  be  an  ineffective 
vehicle  for  promoting  most  U.S.  long-term  development  objectives 
since  it  would  manage  only  a  small  portion  of  those  resources. 
In  addition,  the  foundation  would  be  little  more  than  a  grant- 
giving  body  and,  therefore,  funds  made  available  to  it  could  not 
be  reprogrammed  to  meet  crises. 

Creation  of  an  independent  foundation  is  premised  on 
shutting  down  most,  if  not  all,  of  USAID's  overseas  missions. 
Monitoring  to  prevent  waste  and  fraud  now  done  by  on-the-ground 
USAID  staff,  acknowledged  by  other  donors  to  be  the  best  and  most 
useful  in  the  world,  would  be  eliminated.   With  U.S.  Government 
presence  at  the  foundation  limited  to  two  State  Department 
officials,  day-to-day  control  and  accountability  would  be  lost. 

In  summary,  this  reorganization  would  have  a  major, 
negative,  impact  on  accountability  and  managing  programs  for 
maximum  results  and  would  be  divorced  from  U.S.  foreign  policy" 
objectives.   Instead  of  a  strategic  and  coordinated  approach  to 
helping  a  nation  toward  free  markets  and  open  government,  we 
would  have  a  system  where  the  left  hand  would  not  know  what  the 
right  hand  was  doing  and  the  flexibility  needed  to  quickly 
respond  to  foreign  policy  changes  would  not  exist. 
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Question  : 

Thus  far,  it  appears  that  there  are  some  aspects  of  ACDA  that  duplicate  functions  within  the  State 
Department.  Would  you  agree  with  this  assessment?  If  so,  what  functions  in  ACDA  could  be 
abolished,  particularly  in  this  post  Cold  War  era? 

Answer : 

Unnecessary  duplication  of  functions  in  the  State  Department  and  in  ACDA  will  be  eliminated  as 
part  of  the  National  Performance  Review  Process. 

Question  : 

Given  the  post-Cold  War  era  why  is  the  ACDA  budget  request  higher  than  last  year's? 

Answer : 

The  ACDA  budget  request  for  FY1996  is  higher  than  last  year's  budget  request  because  it  not 
only  allows  for  an  aggressive  and  expanded  arms  control  agenda  as  spelled  out  by  the  President, 
but  also  enables  the  United  States  Government  to  adhere  to  its  international  obligation  under  the 
Chemical  Weapons  Convention  as  well  as  maintain  a  vital  verification  asset,  the  Cobra  Dane 
facility,  in  support  of  START  compliance.  ACDA  has  more  missions  and  more  responsibilities 
in  the  arms  control  and  nonproliferation  field  in  the  post-Cold  War  era. 
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Question: 

Mr.  Secretary,  I  want  to  commend  you  for  the  remarkable  job  you 
are  doing  and  thank  you  for  your  testimony  today.   I  want  Co 
shift  the  focus  briefly  to  the  status  of  the  Gibbs  and  Hill 
claim.   As  you  know,  Gibbs  and  Hill  is  one  of  the  last 
remaining  company's  whose  claim  against  the  government  of  Saudi 
Arabia  has  not  been  resolved.   1  appreciate  the  continued 
efforts  of  the  State  Department,  especially  the  efforts  of 
Deputy  Assistant  Secretary  Verstandig  and  Assistant  Secretary 
Pelletreau  to  resolve  this  claim  successfully.   Despite  the 
expressed  interest  of  many  Members  of  Congress  and  the 
Administration,  the  Saudi  government  is  slow  to  address  and 
resolve  this  $43  million  claim.   What  specific  steps  do  you 
intend  to  take  to  resolve  this  claim  in  a  prompt  and  successful 
manner? 

Answer : 

The  Department  has  played  an  extremely  active  and  helpful 

role  in  resolving  commercial  claims  that  have  been  brought 

against  the  Government  of  Saudi  Arabia.   Of  the  seventeen 

claims  identified  by  the  Department  of  Commerce  in  May  1992, 

only  one  remains  in  dispute,  and  that  one  was  considered 

"intractable"  by  the  Deputy  Secretary  of  Defense  in  his  letter 

to  Congress  on  the  subject  in  September  1994.   Our  approach  in 

these  matters  is  to  use  our  good  offices  to  bring  the  claimants 

and  the  Saudi  authorities  together  to  resolve  the  disputes. 


The  Gibbs  and  Hill  claim  against  the  Royal  Commission  for 
Yanbu  and  Jubail  was  not  one  of  the  original  claims  against 
Saudi  Arabia.   It  was  later  brought  to  the  attention  of  the 
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Saudi  Embassy  for  possible  review  as  a  commercial  claim. 
However,  since  Saudi  courts  had  ruled  against  Gibbs  and  Hill, 
the  Saudi  Embassy  has  consistently  taken  the  position  that  the 
matter  is  not  an  open  commercial  claim.   Nonetheless,  the 
Department  continues  to  press  to  resolve  the  issue  and,  at  the 
request  of  the  claimant  and  a  number  of  Senators  and  Members  of 
Congress,  we  have  urged  another  meeting  between  Hill 
International  Chairman  Richter  and  Saudi  Ambassador  Bandar. 
Assistant  Secretary  Robert  H.  Pelletreau  met  with  Ambassador 
Bandar  to  press  our  request  for  an  early  meeting  between 
Ambassador  Bandar,  Hill  Chairman  Richter  and  interested  Members 
of  Congress.   We  are  assured  by  the  Embassy  that  it  treats  the 
Gibbs  and  Hill  matter  as  an  issue  of  high  priority. 
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Question : 

A  number  of  State  Department  posts  throughout  the  world  have 
been  closed  over  the  last  few  years.   Has  there  been  any  study 
done  on  how  this  has  effected  (sic)  our  foreign  policy 
objectives  in  a  given  country?   Are  most  of  these  posts  in 
Africa? 

Answer; 

There  has  not  been  a  study  or  studies  per  se  done  on 

whether  closing  a  post  has  had  an  impact  on  the  achievement  of 

our  foreign  policy  objectives  in  a  given  country.   However, 

this  question  has  formed  and  will  continue  to  form  part  of  the 

process  of  determining  which  posts  to  close,  along  with  other 

policy  and  resource  management  criteria.   For  example. 

Secretary  of  State  Warren  Christopher  emphasized  his  goal  of 

maintaining  to  the  greatest  possible  extent  the  universality  of 

U.S.  diplomatic  representation  abroad  in  recently  instructing  a 

team  of  Department  of  State  officials  to  devise  an  objective, 

rational  procedure  for  identifying  posts  for  closure. 

Consequently,  that  team  focused  its  attention  primarily  on 

consulates  where  the  potential  harm  to  our  international 

position  would  be  lessened. 

The  Secretary  of  State  drew  heavily  on  the  team's  advice  in 
deciding  to  close  19  posts,  three  of  which  are  embassies,  as 
announced  on  July  18,  1995.   Nevertheless,  we  will  continue  to 
maintain  diplomatic  relations  with  those  countries  where  we 
must  close  embassies,  and  will  work  vigorously  to  minimize 
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whatever  negative  impact  the  closing  of  our  embassies  and 
consulates  may  have  on  our  citizens  and  interests  in  those 
countries.   For  example,  we  will  accredit  non-resident      , 
ambassadors  to  pursue  our  interests  through  visits  and 
communications  with  government  officials. 

While  the  just-announced  list  of  19  post  closings  includes 
two  embassies  and  one  consulate  in  the  Africa  region,  a  review 
of  post  closings  undertaken  since  1970  shows  11  African  posts 
closed  out  of  a  global  total  of  69.   In  some  cases,  e.g., 
Luanda  and  Asmara,  the  posts  were  subsequently  reopened. 


NOTE:   Response  to  attached  question  on  the  Helms  proposal  for"  an 
International  Development  Foundation  is  based  on  Helms  bill 
lanaguage  at  the  time  of  the  hearing  in  question.   The  proposal 
has  since  been  removed  from  the  Helms  bill. 
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DEMOCRAT I ZATON  AND  THE  ELECTIONS 


Q.   What  do  you  think  are  the  prospects  for  truly  free  and  fair 
multiparty  national  elections  in  Ethiopia  next  month?   How 
does  current  U.S.  policy  reflect  concerns  about  the 
situation  in  Ethiopia  and  the  possibility  of  further 
democratization?   Have  we  pressed  the  TGE  to  open  up  the 
elections  process? 


A.   --    The  major  part  of  national  and  regional  elections  to 
choose  a  permanent  government  was  held  on  May  7. 
Voting  in  some  areas  was  delayed  until  June  18. 
Donor  countries,  including  the  United  States,  made 
great  efforts  to  encourage  widespread  participation. 
In  these  efforts,  they  cooperated  with  the 
Congressional  Task  Force,  chaired  by  Congressman  Harry 
Johnston,  on  which  the  Department  of  State  was 
represented. 

Most  opposition  parties  chose  to  boycott  the 
election.   The  parliament  thus  will  probably  have  a 
majority  of  over  90  percent  for  the  ruling  Ethiopian 
People's  Revolutionary  Democratic  Front  (EPRDF) . 
While  we  recognize  the  obstacles  facing  opposition 
groups  in  a  country  such  as  Ethiopia,  which  has  no 
democratic  tradition,  we  regret  that  these  groups  did 
not  participate.   We  believe  that  this  situation 
constitutes  a  missed  opportunity  by  the  opposition  to 
take  a  part  in  the  political  process. 
We  will  continue  to  work  to  encourage  all  groups  to 
participate  in  the  future  and  to  remove  any  and  all 
barriers  that  restrict  their  ability  to  do  so.   Our 
efforts  will  include,  as  they  have  in  the  past,  both 
assistance  for  democratization  activities  and  contacts 
at  all  levels  with  both  the  Ethiopian  government  and 
opposition  groups. 
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U.S.  ASSISTANCE  TO  ETHIOPIA 


Q.   What  is  the  current  level  of  U.S.  aid  to  Ethiopia?   Would 
the  State  Department  support  conditioning  non- humanitarian 
aid  to  Addis  Ababa  on  the  release  of  all  political 
prisoners  and  on  the  implementation  of  genuine  democratic 
reforms? 


A.   --    The  most  recent  FY  95  estimates  project  that  the 

United  States  will  provide  $121,819,000  in  bilateral 

assistance  for  Ethiopia. 

Of  this  total,  $32,671,000  is  development 

assistance- -about  59  cents  per  Ethiopian  per  year.   By 

contrast,  $89,148,000  is  food  aid. 

U.S.  development  aid  is  concentrated  in  basic 

education,  essential  health  systems,  agricultural 

development,  and  democracy/governance. 

The  FY  95  figure  represents  a  decrease  from  the  FY  94 

actual  assistance  level  of  $153 , 182, 000--mainly 

because  of  improved  harvests  this  year. 

In  setting  development  aid  levels,  Ethiopia's  record 

on  democratization,  observance  of  human  rights,  and 

economic  reform  is  already  considered  through  USAID's 

performance-based  budgeting  process,  in  which  the 

Department  of  State  is  involved. 

Although  Ethiopia's  size  would  normally  justify  a 

higher  level  of  development  assistance,  concerns 

related  to  democratization  and  human  rights  have  been 

relevant  to  the  decision  to  straightline  such 

assistance  over  the  last  three  years. 

In  these  circumstances,  we  do  not  believe  that  further 

conditionality  would  be  helpful. 
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THE  CASE  OF  DR.  ASRAT  WOLDEYES 


Q.   Would  you  agree  that  this  case  (the  case  of  Dr.  Asrat 
Woldeyes)  sheds  light  on  serious  flaws  in  Ethiopia's 
judicial  system  and  represents  a  setback  to  the  country's 
democratization  process?   If  so,  what  do  you  think  can  be 
done  to  address  the  problem? 

What  is  the  status  of  Dr.  Woldeyes'  appeal  and  what  is  the 
U.S.  doing  to  press  for  his  release?   How  would  you 
describe  prison  conditions  and  treatment  of  detainees  in 
Ethiopia? 


Seventeen  years  of  brutal  Marxist  rule  under  the 
Mengistu  regime  from  1974  to  1991  left  Ethiopia's 
bench  and  bar  very  weakened.   Serious  shortages  of 
personnel  and  physical  resources  remain,  and  arbitrary 
actions  by  government  officials  are  not  uncommon. 
For  this  reason,  we  have  been  supporting  projects  to 
improve  the  rule  of  law,  which  we  consider  one  of  the 
most  pressing  human  rights  issues  in  Ethiopia. 
We  have  followed  the  proceedings  concerning  Dr.  Asrat 
since  their  inception. 

While  we  are  not  in  a  position  to  pass  judgment  on  the 
specific  matters  of  Dr.  Asrat 's  case,  he  was  convicted 
after  a  trial  in  which  he  was  awarded  legal 
representation  and  other  elements  of  due  process.   We 
understand  Dr.  Asrat 's  appeal  is  pending. 
Dr.  Asrat  was  convicted  of  chairing  a  meeting  in  which 
plans  for  armed  rebellion  were  discussed.   He  has 
since  been  convicted  of  "inciting  rebellion"  in  a 
speech  he  made  in  a  provincial  town. 
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We  recognize  that  Dr.  Asrat's  case  has  discouraged  his 
supporters  from  participation  in  the  political 
process.   In  this  context,  Dr.  Asrat's  case  has 
adversely  affected  democratization  in  Ethiopia. 
As  the  19  94  Human  Rights  Report  for  Ethiopia  observed, 
conditions  in  Ethiopian  prisons  are  acceptable  by- 
local  standards  and  not  life-threatening,  although 
overcrowding  is  a  serious  problem. 

Recognizing  the  depth  of  concern  about  Dr.  Asrat,  we 
have  several  times  sought  and  been  granted  permission 
to  visit  him  in  prison.   The  most  recent  such  visit 
occurred  on  June  1 . 

While  he  complained  of  some  inconvenient  conditions, 
he  is  apparently  treated  much  like  any  other  prisoner. 
He  is  in  good  health  and  receives  family  visits,  and 
he  is  one  of  the  few  prisoners  with  a  cot  for  sleeping. 
We  will  continue  to  follow  both  legal  developments  in 
Dr.  Asrat's  case  and  his  conditions  of  confinement, 
and  we  will  make  our  views  known  as  appropriate. 
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Last  year  Congress  passed  Public  Law  103-372,  which  directed  the 
President  to  conduct  an  investigation  of  missing  Americans  and 
others  on  Cyprus.   In  the  law.  Congress  specified  that  "any 
information  on  others  missing  from  Cyprus  that  is  learned  or 
discovered  during  this  investigation  shall  be  reported  to  the 
appropriate  governmental  or  nongovernmental  organizations." 

The  missing  in  Cyprus  law  also  states  that  the  President 
"shall  do  everything  possible  to  return  to  their  families,  as 
soon  as  is  practicable,  the  United  States  citizens  who  have  been 
missing  since  1974,  and  others  who  have  been  missing,  including 
returning  the  remains  of  those  who  are  no  longer  alive." 

Q:   Assuming  that  during  the  investigation  of  missing  Americans, 
information  is  learned  about  non-Americans  who  are  missing, 
please  describe  the  process  under  which  information  on  these 
"others"  would  be  processed.   Because  the  law  calls  for 
returning  remains  of  Americans  and  others  missing,  will  the 
investigation  go  beyond  mere  verbal  or  documentary  evidence  that 
an  individual  has  died  to  seek  out  actual,  physical  proof  of  an 
individual's  death,  such  as  locating  remains  of  the  individual 
and  inspecting  trenches  and  other  places  where  bodies  were 
reportedly  disposed? 

A:   If  the  Cyprus  Missing  Persons  Team,  during  the  course  of  its 
investigation  (pursuant  to  PL  103-372),  develops  credible 
information  concerning  non-Americans  who  are  missing,  the 
process  under  which  this  information  will  be  reported  is  as 
follows : 

a)  The  chief  investigator  of  the  team  will  generate  a  report 
of  investigation  (ROI)  which  will  be  provided  to  the  (CMP) 
team  leader. 

b)  The  team  leader  will  transmit  the  ROI  to  the  chairman  of 
the  Committee  on  Missing  Persons  in  Nicosia  and  the  Special 
Coordinator  for  Cyprus  at  the  U.S.  Department  of  State,  for 
appropriate  handling. 

The  funding  authorized  under  PL  103-372  for  determining  the 
whereabouts  of  five  U.S.  citizens  (or  other  Americans)  is  very 
limited.   Thus  we  will  pursue  grave  site  evidence  only  of 
individuals  known  to  be  U.S.  citizens.   Pursuing  physical 
remains  of  non-U. S.  citizens  would  be  the  responsibility  of 
respective  Greek  Cypriot  and  Turkish  Cypriot  and  United  Nations 
missing  persons  elements. 
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